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IN THE MATTER OF The Public Inquiries Act, being Chapter 258 of The 
Revised Statutes of Alberta, 1955, and Amendments thereto; and, 


IN THE MATTER OF an Inquiry by a Royal Commission into the matters 
set out in Order-in-Council 861/67 respecting the use or attempted 
use by the Honourable Alfred J. Hooke of his office as a member of 
the Executive Council of Alberta, and the use or attempted use by 
Edgar W. Hinman of his office as a member of the Executive Council 
of Alberta. 
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Opening Remarks. 


ee 


PROCEEDINGS before the Honourable 
Mr, JustvaicesW.:. . C.iKirby, this 
6th day of October, A.D. 1967, at 
9:00 otclock in the morning, at 
the Court House, in the City of 
Edmonton, Province of Alberta, 





MR. CLEMENT: Mr. Commissioner, Mr. Hughes had 
the opportunity of going through the Governmental files 
after the adjournment yesterday; and there are some 
additional memoranda which did not come to his memory while 
he eS giving testimony yesterday. I think that they should 


now be put in evidence, and probably I should examine Mr. 





Hughes briefly on them so that the cross-examination can be 
re-opened for all counsel. 

THE COMMISSIONER: Yes, I think that would be the 
proper procedure. 

MR. CLEMENT: The problem is, sir, that this file 
of documents -- the ones which appear to be pertinent -- 
photocopies are being made and should be here shortly 
together with the file itself; and I doubt whether there 


is very much value in proceeding with Mr. Hughest testimony 








until that arrives, which I think will be within not very 
many minutes. For the same reason I am hampered about 
calling Mr. Warr, the Registrar of Companies, because it 
is the same file that he will be dealing with in his 
testimony, and I was wondering, sir -- I certainly don't 
like to lose time on this inquiry -- but it does seem to 


me it would be losing less time if we waited until the file 
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Opening remarks, 


MR. CLEMENT: (Cont. ) arrived. 
THE COMMISSIONER: All right --- here*s somebody 


coming in right now. 


MR. CLEMENT: No, I don't think thatts the right 
one. 
THE COMMISSIONER: We will adjourn then for a few 


minutes, 


(Short adjournment. ) 
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—____—_____ 


1-P-1 
E. R. Hughes - Clement Ex. 


ELBORNE ROBERT HUGHES,recalled on his former oath, examined by 


Mr. Clement: 
Q Mr. Hughes, you are still under oath for the purposes of 


this Inquiry? 

A Yes. 

Q Yesterday yol gave evidence, having only your recollections 
of matters, only your memory of matters that transpired back 
in 1958, without having had the benefit of reviewing 
Governmental files and refreshing your memory from that 
source and, you have now had that opportunity and there are 
indeed some memoranda and documents that weren't in your 
memory yesterday when you gave testimony? 

A Yes. 

Q Perhaps you could refer to those in the way of amplifying 
and taking such directions as necessary in relation to the 
testimony you gave yesterday? 

A My recollection, the memoranda entered as Exhibits were the 
only ones I recollected, were relevant. On examining the 
file I find that there were other Memorandum for File, which 
I had completely forgotten, memoranda of April 3rd -- 

Q April 3rd of 1958? 

A Of 1958, a Memorandum for File made by Mr. Warr, regarding 
an interview and, a Memorandum for File -- 

Q Just deal with it briefly, will you, as you go along, these 
various memoranda? 

A This Memorandum for File of April 3rd, written by Mr. Warr 
was with respect to an interview he had with Mr. D. R. 


Matheson and Mr. Angus G. Macdonald, I may say both 
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1-P-2 

E. wR. |Hughes .- ‘Clement Ex. 

A (cont. ) barristers in Edmonton, in which he had outlined 
that they had approached him for the registration as an 
active trust company of North West Trust Company which 
formerly, which had the status at that time of registration 
as an inactive trust company. 

Q So this now gives us the probable date that you were unable 
to give us yesterday as to when the application was made and 
by what means? 

A That is right. I think this was my first contact with the 


application. 


Q Yes? 
A Proposed application. 
Q Yes. Is there anything in that memorandum Mr. Hughes which 


indicates the nature of the proposal being put forward? 
A Yes, at that time the proposal was that they -- it wasn’t 


their intention to operate as a deposit trust company for 





the issuing of savings certificates but only as a trust 
company to operate in the administration business. 

Q To undertake trusteeships generally? 

A But they were also considering the possibility of entering 


both phases of the business. 





Q I see, yes. May I have that put in evidence then, sir? 
THE COMMISSIONER: Exhibit 206, 


MEMORANDUM FOR FILE DATED APRIL 3rd 
1958 ENTERED AS EXHIBIT 266. 


MR CLEMENT : Counsel has agreed that photostats 





of these documents may be put in evidence because a 
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1-P-3 
BEB. &. Hughes — Clement Ex. 





MR. CLEMENT: (cont. ) Governmental file, they should not be 
marked as an Exhibit unless there is some necessity for it. 
THE COMMISSIONER: Yes, it has been identified, hasn't 


it, it was identified at the commencement of your remarks. 


MR. CLEMENT: Yes. 
THE COMMISSIONER: Yes. 
Q MR. CLEMENT: There was in one of the Exhibits 


entered yesterday Mr. Hughes a reference to a letter, I think 
of April, 1958, from solicitors to the Registrar which we 
didntt have before us then, we didn’t have any correspon- 


dence before us then, do you find that letter amongst the 


papers? 
MR. GILL: April 21st Mr. Clement. 
MR. CLEMENT: 21st or 9th? 
MR. GILL: 2lst was the letter referred to in 


the memorandum of June 2nd, 1958, read by Mr. Hughes 
yesterday. 

Q MR. CLEMENT: Perhaps we had better come to that 
in its logical order then Mr. Hughes, we put in evidence the 
the file memorandum of April 3rd. The next document that 
you have directed my attention to from the file is a letter 
from Messrs. Bisset, Matheson of April 9th, 1958. Is that 
chronologically the next one? 

A That is the next one, yes, April 9th is the next date on the 


file chronologically. 





0) Well then what I am wondering Mr. Hughes is whether this 
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Hughes - Clement Ex. 





(cont. ) file memorandum of April 9th chronologically 
preceded the Bisset Matheson letter dated the same date, 
April 9th? In other words, you would receive the Bisset 
Matheson letter possibly on April 10th? 
I think it would be later, yes. 
Then let's’ deal with .the*file memo.of April 9th. That is 
a Memorandum to the File by yourself? 
LiaGeisariehes 
And perhaps you could just give us a word of explanation 
as to why it was put on the file? 
As I mentioned yesterday, this having come to my attention, 
I questioned the desirability of registering an active trust 
company or, active trust companies without more stringent 
legislation, more controlling legislation. Therefore, I 
telephoned to Mr. Hooke and outlined just what I thought the 
situation was and he agreed that if safeguards were there, 
were placed on the lines we had discussed before, a cash or 
bond deposit of $50,000.00 and 25 percent of its liability 
reserved as a fund, registration would provide protection 
to depositors. 
The part you are referring to is in the first paragraph of 
the memorandum and perhaps I should read it so that all 
counsel will know what is being dealt with: 

"In view of the difficulties that developed in the 

matter of Farmers and Merchants Trust Company 


Limited and having regard to the desirability of 
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E. R. Hughes —- Clement Ex. 


Q (cont. ) 

"refusing to register as a trust company, Ebmpanies 
incorporated many years ago that have never acted 
as trust companies, I today briefly discussed with 
Mr. Hooke on the telephone a proposed application 
of the above company." 

The caption company is North West Trust Company Limited. 
"Mr. Hooke decided that as this company had been 
registered as an inactive trust company it would 
be desirable to grant it registration as an active 
trust company providing it confined its activities 
solely to the business of a trust company as 
defined in the Act. I asked Mr. Hooke's reaction 
to the placing of a further requirement that the 
company be required to maintain liquid assets 
(cash, Dominion, Provincial or Municipal bonds) 
in the sum of $50,000.00 or 25 percent of its 
liability to clients, whichever is the greater. 
Mr. Hooke advised that he will concur in such a 
requirement in order to protect the interests of 


persons dealing with the company." 





May I tender that, sir? 
THE COMMISSIONER: Bxha bat 207). 


MEMORANDUM FOR FILE DATED APRIL 9th, 
1958 ENTERED AS EXHIBIT 267. 


Q MR. CLEMENT: And then chronologically there is 


the letter of April 9th? 
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E. R. Hughes - Clement Ex. 


A Teathank sir it is that. 
THE COMMISSIONER: Could I see that Exhibit please? 
Q MR. CLEMENT : I am now producing a Memorandum for 


File also dated April 9th and made by Mr. Warr and it 
recounts what happened at the meeting in your office on 

that day, April 9th, at which there was present Mr. 
Matheson, Mr. Macdonald, Dr. Allard, Mr. A.K. Miller, a 
Chartered Accountant, as well as yourself and Mr. Warr. The 
meeting opened with the presentation to Mr. Hughes of a 
letter dated April 9th signed by Mr. A. G. Macdonald and you 


produce now Mr. Hughes that letter from Mr. Macdonald of 


April 9th? 
A That is the letter. 
Q May I have this marked sir as an Exhibit? 
THE COMMISSIONER: Yes,.Exhdbit 268. 
LETTER FROM BISSET MATHESON DATED 
APRIL 9th ENTERED AS EXHIBIT 268. 
Q MR. CLEMENT: Again sir it would perhaps be 


desirable if I read the letter: 
"Further to our discussions in this regard --" 

Before I go further, I should say the letter is addressed to 

the Deputy Provincial Secretary, Mr. Hughes at the time. 
"Further to our discussions in this regard we are 
setting out herewith the purposes for the proposed 
reactivation of this company and the powers which we 
respectfully request be granted to it. We would 


delete from the present Memorandum of Association 
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E. R. Hughes - Clement Ex, 
Q (cont. ) 

"all power beyond the ambit of activity encompassed 
by the Trust Companies Act. The company would seek 
the power of the following type: 

To receive money in trust for the purposes of 
investing and accumulating it including the 
acceptance and execution of trusts. 

Fulfillment of the duties of executor, 
administrator, trustee, receiver, assignee, 
the management of sinking funds and estate 
property. 

The custodian of property both real and 
personal. 

In addition the company will seek the power 
to receive as trustee monies on deposit and to allow 
interest thereon, such trust monies to be invested 
together with other trust funds received from estates 
and the like and investments authorized by the Trust 
Companies Act. 


The Company will also seek the right to invest 





its own funds in a manner comparable to the powers 


Siven to trust companies under the Dominion Trust 





Companies Act and to invest its own funds in real 
property. 

It is the respectful submission of the 
applicants that the powers under the Alberta Act are 


wide enough to permit business of this type to be 
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E. R. Hughes - Clement Ex. 


Q (cont. ) 





"carried on in Alberta by Albertans with the possible 
exception that no provision is made for an annual 
inspection of the company's books. Hereafter we 
shall be prepared to make such an arrangement by an 
agreement or by such amendments to the Memorandum 
of Association and Articles as you may deem necessary 
for the purpose." 

0) MR. CLEMENT: Then we come to the file memorandum 
of that meeting which we have already mentioned md this 
describes the discussions that took place at that meeting 


Mr. Hughes? 














MR. WRIGHT: Mr. Clement, may I refer you to 
another memorandum at this time by Mr. Warr of the 9th of 
April? 

MR. CLEMENT: It is the one I have in my hand. 

MR. WRIGHT: It comes actually before the letter. 

MR. CLEMENT: I don’t want to overlook anything. 

MR. WRIGHT: Yes. 

QO MR. CLEMENT: Could you perhaps in place of me 


reading this out Mr. Hughes, could you just give us a summary 





of what took place at that meeting? 

A Counsel presented the letter of April 9th which has just been 
entered as an Exhibit setting out the proposals. The letter 
had indicated the company intended to seek the power to 
receive money on deposit. I advised them that in view of 


this I didntt think I should approve of the registration 
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Hughes - Clement Ex. 





(cont. ) under the Trust Companies Act. There was 
considerable discussion with regard to the word trustee as 
used and as defined in the Trust Companies Act and the powers 
and rights that the company had. Dr. Allard pointed out that 
the company would be for the benefit of Albertans whereas 
profits realized by other trust companies accrued to the 
benefit mainly of Canadians in the East. 

And that struck a sympathetic note Mr. Hughes? 

That is right. Mr. Warr said here, Mr. Hughes stated he 
could give no such assurance and they asked that an amendment 
to the Trust Companies Act would permit the company at a 


later date to enter the deposit business. 
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What was the upshot of the meeting? 


A Mr. Matheson said and Dr. Allard suggested to Mr. Hughes 
that possibly he could discuss with the Minister the new 
proposal as outlined in the letter of April 9th. I 
suggested that they seek an audience and make their own 
representations because I thought in fairness, for me to 
try to act for both sides wouldntt be -- may be unfair to 
them, or I was prejudiced in the light of my own -- my 
own --- . 

Q You had your views on it? 

A Yes, I had my views on it. 

THE COMMISSIONER: That memo will be Exhibit 269, 

MEMORANDUM DATED APRIL 9th, 1958, 
IS MARKED EXHIBIT 269. 

0) MR. CLEMENT: And what is the next document then? 

A My memorandum to Mr. Hooke of April 10th, 1958. Having 
advised Mr. Matheson that he and his client should make 
their own representations to Mr. Hooke, I outlined to Mr. 
Hooke the situation in a two-page memorandum, 

Q It was an itemization or summary of views which you held 
and which you wished the Minister to know when he had his 
meeting with Dr. Allard and his advisers; is that correct? 

A That's right. 

THE COMMISSIONER: Exhibit 270. 

MEMORANDUM TO MR. HOOKE OF APRIL 
10th, 1958, IS MARKED EXHIBIT 270, 
Q MR. CLEMENT: The next document you produce is 





a letter from Messrs. Bissett & Matheson addressed to 
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E. R. Hughes — Clement Ex, 


Q (Cont.) yourself, dated April 15th, 1958. It is in these 
terms, Mr. Commissioner: "I would first like to thank you 
for your kindness in receiving our deputation last Tuesday 
on such short notice, and for the very excellent hearing 
you gave us. Since the meeting I have felt that I owed 
you an explanation regarding my apparent reversal of field 
pertaining to deposits. The background of the situation is 
Simply this: upon searching the Farmers & Merchants Trust 


Company file in Mr. Warr's office, I was very surprised to 





see a special resolution confirmed by an Order of Mr. 
Justice Greschuk which enlarged the powers of that company 
by accepting deposits. I reported this to my principals 
and was instructed to make a similar provision for our 
company, and such an Order was obtained on February 20th, 
1958, but the Order was never filed with the Companies 


Branch because in the interim I went to Calgary and 





investigated at first hand the operation of Farmers & 
Merchants, and was most unhappy with the operation being 
carried on. Almost immediately thereafter I learned 
through Mr. Warr‘’s office that an Order-—-in-Council had 
revoked the activation certificate of that company, and it 


was my feeling that this action was prompted by some mis-use 





of the power to accept deposits. Upon reporting this 
matter to my principals I was instructed to steer clear of 


any possible difficulties in this regard, and it was about 





this time that we had our first meeting. Between our first 


meeting and our second meeting, my principals instructed me 
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(Cont.) "to examine the Dominion Trust Companies Act and 
to attempt to obtain for our company similar powers, The 
previous letter which we wrote to you from this office 
merely paraphrases the powers under that Act., and one of 
the ones listed pertains to receiving money on deposit. 

Our Mr. Macdonald has completed all the necessary documents 
and special resolution regarding the activation of the 
company, and before anything further is done he is 
arranging for an appointment with your Mr. Warr for 
examination and approval of all the material," May I have 


this entered, sir? 


THE COMMISSTONER: Yes, that will be Exhibit 271. 


MR. 


MR. 


MR. 


MR. 


MR. 





LETTER FROM BISSETT MATHESON, APRIL 
15th, 1958, IS MARKED EXHIBIT 271. 


MR. CLEMENT: I think I will tender in evidence, 
sir, the Order-in-Council that has been referred to relating 
to Farmers & Merchants Trust Company, Order-in-—Council 
i578. 
Sir, I think that is the reinstatement, The revocation 
has already been entered as an exhibit. 

CLEMENT: I don't recall it. 

GLUT No, it wasn't, 

CLEMENT: No. 

STEER: It was produced by someone 
yesterday. 

CLEMENT: I*m sorry; I thought that was 
the one on revocation -- and the one of revocation has not 
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MR. CLEMENT: (Cont.) been entered -- is it available? Have you 
got it here? 

MR. FRIEDMAN: I can't recall -- . 

MR. CLEMENT: Did you give it to me? 

MR. FRIEDMAN: I can't recall giving it to you, 
Mr. Clement --- but I thought it had been produced by 
someone else yesterday. 

MR. GILL: I have a copy. 

MR. FRIEDMAN: 447/58. 

MR. CLEMENT: Do you mind my using it? 

MR. GILL: Not at all -- I'm not sure of that 
number because I dontt see it on it. 

MR. CLEMENT: This is the one of reinstatement. 

MR. GILL: Then this is the cancellation. 

MR. CLEMENT: Mr. Gill has kindly furnished me 
with a copy of Order-in-Council 447/58, of Monday, March 
24th, 1958. There are recitals relating to the Trust 
Companies Act, and to Farmers & Merchants Trust Company 
Ltd., and the operative part is this: "Therefore, upon the 
recommendation of the Honourable the Provincial Secretary, 
the Executive Council advises that the Lieutenant Governor- 
in-Council, pursuant to Section 15 of the Trust Companies 
Act, hereby cancels the registration of Farmers & Merchants 
Trust Company Ltd. under the said Trust Companies Act." 
May I put it in evidence, sir? 

THE COMMISSIONER: Exhibit 272. 
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ORDER-IN-COUNCIL 447/58, IS MARKED 
EXHIBIT 272. 


MR. CLEMENT: Thank you. You now produce a 
memorandum from yourself to Mr. Warr of April 16th, 1958, 
in the following terms: "Mr, A. G. Macdonald telephoned 
yesterday afternoon inquiring with regard to a resolution 
he proposed to frame providing for an amendment to the 
Memorandum of this company to limit its powers so that it 
would not have the power to accept deposits. I asked him 
if I were to understand from this that his clients had 
again reversed their position and now propose to operate 
only as a trust company withone any Savings phase to its 
business. He said that this was the case. I inquired as 
to whether or not the principals were to be the same, 

He informed me that the two men, namely, A. K. Olive and 
Sam Belzberg, who wished to operate the trust company as 
a deposit business were withdrawing. 

I advised Mr. Macdonald that decisio 
could not be given over the telephone as to whether his 
proposed resolution was in order and requested him to submit 
it to Mr. Warr for consideration before taking any, but 
tentative, steps. I did suggest to him, - 


1. that his proposed resolution indicating that the company 





does not have the power to accept deposits be extended 
to bar (or on the usual 30 days notice) not only 
deposits repayable on demand but to also bar deposits 


repayable after a fixed term and moneys paid to the 
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MR. CLEMENT: (Cont. ) 


tt trust company to purchase savings certificates that 
mature after a period of time. 

2 that the Articles should contain a requirement that 
the company maintain cash, Dominion, Provincial or 
Municipal bonds in the sum of $50,000.00 or 25% 
of its liability to clients. 

In discussing the matter further 
with Mr. Macdonald this morning I tentatively agreed to 
his suggestion that the possible solution insofar as the 
Articles are concerned might be to include therein 
provisions along the lines of the Federal Trust Companies 
Acti. 


I tender this, sir. 


THE COMMISSIONER: Exhibit 273. 


MEMORANDUM FROM HUGHES TO WARR, 
DATED APRIL 16th, 1958, IS MARKED 
EXHIBIT 273. 


MR. CLEMENT: What was the next step, Mr. Hughes? 


A 





Next was a memorandum for file dated April 16th, the same 
date as the other, marked confidential because there is 
information in there that shouldn't go to the general 
public who are examining the files. 

Do you take any position? 

Oh, as far as the Commission is concerned I don't think 

I have any reservations at all, but I remember that the 
file --- is on the open file, and all the solicitors and 


any private individuals are reading my personal thoughts 
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A (Cont. ) which were for -- really for the administration -- 


for the benefit of the Registrar or the Minister, if he 


wanted. 

MR. CLEMENT: Do you take any position, Mr. 
Friedman? 

MR. FRIEDMAN: I*m sorry -- I was talking to Mr, 
Warr. 

MR. CLEMENT: This is a memorandum which was 


prepared by Mr. Hughes in the nature of a confidential 
resume of matters, 


MR. FRIEDMAN: I don't think that there’ts 





anything in here that we need claim privilege on. 


MR. CLEMENT: Mr. Commissioner, this gives a 





number of details of proposals and discussions. It is my 
Suggestion that these details are perhaps not of themselves 
particularly relevant to what we are concerned with in 
this inquiry --- just the course of developments and 


whether they were influenced by Mr. Hooke in an improper 





way. I will put it on the record, sir, if I may, and 
tender it as an exhibit. 


THE COMMISSIONER: Yes, 274. 





MEMORANDUM FOR FILE, DATED APRIL 
16th, 1958, IS MARKED EXHIBIT 274. 


MR. CLEMENT: Then we have.a letter of, April, 21st, 
1958, from Bissett Matheson & Company to yourself as 
Deputy Provincial Secretary, setting out proposals, as I 


understand the letter, by which they would be licensed to 
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MR. CLEMENT: (Cont.) reactivate the company. 


A Yess 

THE COMMISSIONER: Exhibit 275. 

LETTER FROM BISSETT MATHESON & 
COMPANY TO DEPUTY PROVINCIAL 
SECRETARY, DATED APRIL 21st, 1958, 
IS MARKED EXHIBIT 275. 

A The next is a memorandum that is already an exhibit, I 
believe. 

MR. CLEMENT: Jume 2nd, 1958. That is an 
exhibit. 

MR. GILL: That is Exhibit No. 254, sir. 

THE COMMISSIONER: I have 274 here. 

MR. CLEMENT: The next found in the file, sir, 
is a memorandum of June 2nd, 1958, which has earlier 
been entered some time ago as Exhibit 254. 

THE COMMISSIONER: This letter of April 21st, 1958, 
is -- has been marked as Exhibit 275. 

MR. CLEMENT: You produce now a paper, bearing 
a date stamp of November 25th, 1958, and apparently setting 
out Articles of Association of the North West Trust Company 
Ltd., Articles 100 and 101. Would you give us a word of 
explanation of that, Mr. Hughes? 

A The Articles of Association, which I believe had been 
extant for many, many years, when the company was originally 
incorporated, were not in line with what my request had 
been in the matter of investments; as I recall, the 101 
had previously read: "The investment of trust funds by the 
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A, (Cont.) © company shall be restricted to investments 
authorized to be made"--"made of trust funds by the laws 
of the Dominion of Canada from time to time." There was 
provision whereby the Articles could not be amended without 
the consent of the Provincial Secretary, and this was the 
proposal, that they had submitted, as a proposed change, I 


believe, of their articles. 








Q I see that the -- that the requirements for maintenance 
of cash or proper securities against -- . 

A Maybe I should, sir -- . 
-- deposits -= ,. 

A This is the Articles as they were. It isn’t the proposed 


Article at all. It is an extract from the Articles of 
Association of the company as they were. 

Q The paper I have in my hand has at the top "Suggested 
amendments to” -- and there is some handwriting making 
changes in Article 101, as you have read. I presume that 
the handwriting may be the suggested amendments? 


A Yes, 








Q In any event, we are still within the negotiations about 









the matter. 
THE COMMISSIONER: Exhibit 276. 
DOCUMENT BEARING DATE STAMP 
NOVEMBER 25th, 1958, IS MARKED 
BAH UBD 270. 
Q MR. CLEMENT: You now produce Order-in-Council 
101/60 of July 22nd, 1960, the operative part of which 


is: Therefore, upon the recommendation of the Honourable 
SUPREME COURT REPORTERS 
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(Cont. ) the Acting Attorney General, the Executive 
Council advises that the Lieutenant Governor-in-Council 
hereby approves the North West Trust Company Ltd. as a 
corporation in the guaranteed investment certificates of 
which trustees may invest trust funds. It is preceded by 

a number of recitals of the provisions of the Trustees Act. 
Could you give us a word of explanation about this Order-in- 
Council, Mr. Hughes? 

As far as our department was concerned, this was just to 
have a record of what had transpired. I believe the 
application for such approval is made to the Attorney 
General who submits it to the Provincial Auditor, and there 
is a decision reached as to whether or not it should be 
approved, and the recommendation for approval is on the 
recommendation of the Attorney General. 

Yes. The recitals set out in effect a number of conditions 
upon which the business of guaranteed investment certificate 
is to be regulated. 

Yes. 


May I tender that? 


THE COMMISSIONER: Exhibit 277. 





ORDER-IN-COUNCIL 101/60, IS MARKED 
EXHIBIT 277. 


MR. CLEMENT: We come next to a letter of 
October 5th, 1960, from North West Trust Company Ltd. to 
the Honourable A. R. Patrick, Provincial Secretary. Do you 


recall when Mr. Patrick became Provincial Secretary? 
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2-M-11 
E. R. Hughes - Clement Ex. 


A I have a note of thedate somewhere: September 8th, 1959. 

Q Thank you. The purport of this letter ---, then, which 
is written by Mr. N. A. Myles to the Provincial Secretary, 
is a request for an Order-in-Council to provide that the 
North West Trust Company Ltd., which is an approved 
corporation for trustee investment under the Trustee Act, 
may invest any of its paid up capital in excess of the 
paid up capital required for an approved corporation, in 
such investments not authorized by this Act -- namely the 
Trust Companies Act -- providing that the reserve fund and 
the paid up capital required by the Trustee Act will not be 
prejudicially affected by that investment -- and so on -- 
providing that such investments are duly and properly 


authorized by the Board of Directors of the North West 





Trust Company Ltd. May I tender that? 
THE COMMISSIONER: Exhibit 278. 


LETTER FROM NORTH WEST TRUST COMPANY 
TO HONOURABLE A. R. PATRICK, 

OCTOBER 5th, 1960, IS MARKED 

EXHIBIT 278, 





A The next memorandum is from Mr. Patrick to me, sending me 
that draft for consideration, 


MR. CLEMENT: Yes. Mr. Commissioner, a 





memorandum of October 8th, 1960, from Mr. Patrick as 
Provincial Secretary to Mr. Hughes, sending forward the 
last exhibit, and requesting that it be studied and a 
recommendation made. I can see no value in entering this 


as an exhibit, unless my friends wish it to be. 
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2-M-12 
E. R. Hughes —- Clement Ex, 


MR. CLEMENT: (Cont. ) The next document, sir, is a 





memorandum of October 12th, 1960, from the Department of 
the Provincial Secretary, Mr. E. R. Hughes, Deputy 
Provincial Secretary, to Mr. C. K. Huckvale, the Provincial 
Auditor, respecting an application of North West Trust 
Company Ltd. under Section 120(4) of the Trust Companies 
Act, 1960, and again it forwards the letter from Mr. Myles 


of North West Trust Company, forwards that letter to Mr. 








Huckvale, requesting comments and recommendations from 
Mr. Huckvale, Unless my friends require it I will not 
tender it in evidence. 

DIRS eG ELL: I dontt require it, thank you, 

Mr. Commissioner, 

MR. CLEMENT: The memorandum from Mr. Hughes to 
Mr. H. J. Wilson, Q. C., Deputy Attorney General, dated 
October 12th, 1960, which also forwards to Mr. Wilson a 
copy of that letter of Mr. Myles of North West Trust Company 


Ltd., and requesting comments and recommendations from the 





Attorney General's Department -- I will merely table that 
also, sir. 
A memorandum from the Department of 


the Attorney General, Mr. H. J. Wilson, Deputy Attorney 





General, to Mr. Hughes, Deputy Provincial Secretary, dated 


October 14th, 1960, in relation to the application which is 





referred to in these papers -- this paragraph appears: 
"I see no particular objection to the passing of an Order-in- 


Council under Section 120(4) of the Trust Companies Act," 
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2-M-13 
E. R. Hughes —- Clement Ex. 





MR. CLEMENT: (Cont. ) along the lines indicated in Mr. Myles? 
letter. However, I think it will be necessary to specify 
the investments to be approved under the Order-in-Council, 

MR. STEER: Is that from Mr. Wilson, Mr. Clement? 

MR. CLEMENT: It's from H. J. Wilson, Deputy 
Attorney General, to E. R. Hughes, Deputy Provincial 
Secretary, October 14th, 1960. 

MR. WRIGHT: May we have that one marked? 


THE COMMISSIONER: Exhibit 279. 





MEMORANDUM, H. J. WILSON TO E. R. 
HUGHES DATED OCTOBER 14th, 1960, 
IS MARKED EXHIBIT 279. 
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Hughes = Clement Ex. 





MR. CLEMENT: A Memorandum, sir, dated October 14th 
1960 from the Provincial Auditor, C. K. Huckvale, to Mr. 
Hughes, Deputy Provincial Secretary, in the following words: 
"T have your Memorandum of October 12th in connection 
with the application of the North West Trust Company 
under Section 120 (4) of The Trust Companies Act (1960). 
I would advise that as of June 30th 1960 this company 
has complied with the provisions of The Trustee Act 
and was recommended for approval by the Lieutenant 
Governor in Council under Section 3 of that Act." 


May I tender it in evidence? 


OMMTSSTONER: Exhibit 280. 
MEMORANDUM, OCTOBER 14th, 1960, 
HUCKVALE TO HUGHES, MARKED 
PAHIBILT 200, 

MR. CLEMENT: A letter, copy of a letter now, Mr. 


Commissioner, dated October 26th 1960, from Mr. P.B. Howard, 
whom I believe was your Administrative Assistant, Mr. Hughes? 
Leon 
It is addressed to Mr. Miles, Managing Director of North 
West Trust Company Limited: 
"T refer to your letter of the 5th instant addressed to 
The Honourable A. R. Patrick, Provincial Secretary, 
in which you are applying for a General Order of the 
Lieutenant Governor in Council as provided under 
Subsection 4 of Section 120, of The Trust Companies 
Act. In connection with this request it has been 


suggested that you supply this office with a Resolution 
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2-B-2 


E. R. Hughes - Clement Ex. 


Q (Cont.) of your Board of Directors specifically authorizing 
the investment of paid up capital in excess of that 
required by an approved corporation under The Trustee 
Act, and setting out the type of investments that the 
company is authorized to make. It is considered that 
the Order-In-Council should specify the type of 
investments approved under it." 

May I tender this, sir? 

THE COMMISSIONER: Exhibit 26.1. 

LETTER FROM HOWARD TO MILES, 
OCTOBER 26th, 1960, MARKED 
EXHIBIT 281. 

Q MR. CLEMENT: The next document is a letter dated 
November 7th 1960 from the North West Trust Company to Mr. 
Howard in response to the previous Exhibit and attaching a 
copy of the required Resolution of the Directors. May I 
tender: Chat. 

THE COMMISSIONER: ExhipiLue2o2. 

LETTER, NOVEMBER 7th, 1960, FROM 
NORTH WEST TO HOWARD MARKED 
EXHIB eZ e Zs 


Q MR. CLEMENT: A Memorandum, sir, from the Deputy 


Provincial Secretary to the Deputy Attorney General, 





November 14th, 1960, forwarding a copy of the Directors? 
Resolution, which is a part of the last Exhibit, sir, and 
this paragraph occurs: 
"Tf you consider that this Resolution sufficiently sets 
out the type of investment the company is to be 


authorized to make it would be appreciated if you 
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2-B-3 
E. R. Hughes - Clement Ex. 


Q (Cont.) would arrange for the drafting of a recommendation 
for an Order-In-Council to be submitted when The 


Trust Companies Act is brought into force." 





I will table that, sir, and if counsel wish it to be made an 
Exhibit it is available. 

Then we come back to Articles 100 and 101, a letter of 
November 16th, 1960 from the North West Trust Company to the 
Honourable A. R. Patrick, Provincial Secretary, to which is 
annexed excerpts of the Articles of Association of North 
West Trust, namely Articles 100, 101 and 102. I tender that 
as an Exhibit, sir. 

THE COMMISSIONER: Exhibit 283. 

LETTER, NOVEMBER 16th, 1960, 
FROM NORTH WEST TO PATRICK, 
MARKED EXHIBIT 283. 

Q MR. CLEMENT: The next document is a Memorandum from 
Mr. Patrick to Mr. Hughes asking Mr. Hughes to examine the 
preceding Exhibit, sir, and return with comments. 

The next is a Memorandum dated November 21st, 1960 
from Mr. Howard, Administrative Assistant to Mr. Hughes, 
Deputy Provincial Secretary, in the following terms: 

"Mr. M. A. Miles, Managing Director of the above company 
called today to request that if at all possible he be 
supplied with answers to two questions before December 
3rd: (1) whether it is the intention of the Government 
to pass an Order-In-Council approving the company's 

| investment of surplus capital under the provisions of 
| Subsection 4'©, Ae" 
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2-B-4 
E. R. Hughes - Clement Ex. 


Q (Cont.) and so on. 





" ,.. in accordance with the Resolution of the Directors 
(2) whether the Minister proposes to consent to the 
company deleting Articles 100 to 102 inclusive effectiv 
from the date when The Trust Companies Act comes into 
force. I am given to understand that the company's 
annual meeting is scheduled for December 3rd, and the 
company wished to place these matters at that time 
before their shareholders." 
May I tender that, sir? 
THE COMMISSTONER: Exhibit 284. 
MEMORANDUM, NOVEMBER 21st, 1960, 
FROM HOWARD TO HUGHES, MARKED 
EXHIB DTe2c46 
Q MR. CLEMENT: The next instrument is a Memorandum of 
November 29th, 1960 from Mr. Howard, Administrative 
Assistant to Mr. Hughes, the Deputy Provincial Secretary, 
relating to Articles 100, 101 and 102 of the Articles of 
Association of North West Trust. It merely shows the 
course of discussion that was going on in respect of those 
Articles, sir. I will put it in evidence, I don't think it 
requires any specific mention. 
THE COMMISSIONER: Bxhibw@biess : 


MEMORANDUM, NOVEMBER 28th, 1960, 
MR. HOWARD, MARKED EXHIBIT 285. 


Q MR. CLEMENT: A document dated November 30th, 1960, 
to Mr. Miles from Mr. A. J. Hooke, Acting Provincial 


Secretary, and the letter is in these terms: 
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2-B-5 
E. R. Hughes - Clement Ex, 


Q (Cont.) "In the absence of The Honourable the Provincial 
Secretary I am replying to your letter of the 15th to 
which you attached a copy of Articles 100, 101 and 102 
of the North West Trust Company Limited. In 
accordance with Article 102, this letter will be your 
authority for the deletion by your shareholders of 
Articles 100, 101 and 102 effective from the date 
The Trust Companies Act (1960) comes into force." 

I tender; that... sary 


THE COMMISSIONER: Exhibit 286. 


LETTER, FROM HOOKE TO MILES, 
NOVEMBER 30th, 1960, MARKED 
EXHIBIT 286. 
Q MR. CLEMENT: There is a Memorandum, sir, relating to 
Exhibit 286 and which I think I perhaps should have put in 
ahead of it; a Memorandum dated November 30th 1960 from 


Mr. Hughes to Mr. Hooke in the following terms: 








"This company has requested this authority so that it 





can amend its Articles at its annual meeting to be 


held this week. The Articles in question, 100 to L025 





were put in purely as an interim measure pending the 
enactment of the new Trust Companies Act which is to 
come into force on January lst 1961. JI do not know of 
any reason why they should not be deleted." 

May I tender it? 


THE COMMISSIONER: Exhibit 287. 





MEMORANDUM, HUGHES TO HOOKE, 
NOVEMBER 30th, 1960 MARKED 
EXHIBIT 287, 
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2-B-6 
E. R. Hughes = Clement Ex. 





Q MR. CLEMENT: The next document, sir, is a Memorandum, 
December 12th, 1960, from Mr. Hughes as Deputy Provincial 
Secretary to Mr. Patrick as the Provincial Secretary, 
referring to Articles 100 to 102 in these terms: 

"TIT refer to your Sioreneee he of the 16th ultimo and 
attach your file together with a copy of the 
authorization to rescind certain Articles signed by 
the Acting Provincial Secretary and dispatched to Mr. 
Miles while you were absent in the East. The Articles 
in question were put in purely as an interim measure 
pending the enactment of the new Trust Companies Act." 

T will tender’ that,” sir. 

THE COMMISSIONER: Exhibit 288. 

MEMORANDUM, DECEMBER 12th, 1960, 
FROM HUGHES TO PATRICK, MARKED 
EXHIBIT 288. 

Q MR. CLEMENT: A Memorandum for File of December 16th 
1960 by Mr. Howard, Administrative Assistant: 

"At a meeting in Mr. H. J. Wilson's office today Mr. 
Wilson, Mr. Hughes and Mr. Friedman and the undersigned 
were present. Mr. Wilson raised two objections to the 
application of North West Trust Company to have approve 
by General Order of the Lieutenant Governor in Council 
investments as authorized by Section 120 (4) of The 
Trust Companies Act." 

Then there are two objections stated as having been raised 
by Mr. Wilson, and the concluding paragraph is this: 

"Mr. Wilson suggested an amendment to Section 120 (4) 
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2-B-7 
E. R. Hughes - Clement Ex. 





Q (Cont.) to provide that the company must maintain at least 
$500,000.00 of paid up capital plus a reserve equal to 
twenty-five percent of its total capital in authorized 
investments." 

I tender that, sir. 
THE COMMISSTONER: Exhibit 289. 
MEMORANDUM FOR FILE BY HOWARD, 
DECEMBER 16th, 1960, MARKED 
EXHIBIT W239. 
Q MR. CLEMENT: A Memorandum for File by Mr. Hughes of 
December 19th 1960: 

"Dr. Allard called to see me this afternoon when he was 
down to the building on another matter. He advised tha 
he understood that North West Trust Company's applica- 
tion for an Order-In-Council under Section 120 (4) 

Was causing somewhat of a problem. In view of the 
circumstances discussed at our meeting with the Deputy 
Attorney General on the 16th instant, and having regard 
to the fact that Subsection (4) of Section 120 was added 
as a result of representations made by North West Trust 
Company, I inquired whether he, Dr. Allard, would have 
very strenguous objections if Subsection (4) of Section 
120 were replaced by a Section (1) requiring paid up 
capital required for an approved corporation under 

The Trustee Act, namely $500,000.00, and a reserve fund 
of twenty-five percent of the paid up capital be 
invested in such investments authorized by The Trust 


Companies Act (1960); (2) permitting at the discretion 
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2-B-8 
E. R. Hughes - Clement Ex, 





Q (Cont.) of the Directors without approval of the Lieutenant 
Governor in Council investments of capital in excess 
of the requirements in investments not authorized by 
The Trust Companies Act. Dr. Allard advised that (1) 
recognizing the responsibility to protect depositors 
he did not feel that North West Trust Company should 
object to this change and (2) that difficulties should 
not arise insofar as North West Trust Company is 
concerned nor of no Order-In-Council be required 
between January 1st '61 and the date next spring when 
the Legislature could have an opportunity to consider 
an amendment along the lines suggested above." 

There are some other details in here, sir. 

THE COMMISSIONER: Exhibit 290. 


MEMORANDUM BY HUGHES, DECEMBER 19th 
1960, MARKED EXHIBIT 290, 


Q MR. CLEMENT: A Memorandum of December 19th 1960, from 


Mr. Wilson, Deputy Attorney General, to Mr. Hughes, Deputy 








Provincial Secretary, discussing authorization of investment 
of excess paid up capital. I don't think, it shows the 
inter-departmental considerations that were being given, sir 
I will tender it as an Exhibit although I won't take the tim 
to read it now. 
THE COMMISSIONER: Exhibit 291. 
MEMORANDUM, WILSON TO HUGHES, 
DECEMBER 19th, 1960, MARKED 
EXHIBIT 291. 


Q MR. CLEMENT: A Memorandum from, a letter I should say, 








from Mr. Warr as Registrar of Companies to Mr. McCuaig, dated 
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Hughes —- Clement Ex. 





(Cont.) January 3rd, 1961, Mr. S. H. McCuaig, Q.C. Could 
you explain the nature of this letter, Mr. Hughes; it seems 
to be a sort of a circular to solicitors who were known to 
be acting for trust companies, dealing with proposed 
amendments to the Act? 

We proposed, we had considered a new Trust Companies Act 

and had enacted it with extensive changes. Before doing it, 
it was not completely an administrative function because it 
was going to affect business throughout the Province, and 

we followed our usual practice of consulting the industry. 
We found that, in my days in the Department, that it was 
much better to ask them before you put in some rules that 
might be Ivory Tower and sound very well from your own point 
of view, but be impractical as far as the operation of the 
business; so they had considered, all the active trust 
companies and the Trust Companies Association, had considered 
a new Act before it came in. Therefore, when there is an 
amendment to it which might be of some moment we circularize 
them, advising them just as we did with other amendments 
where we circularize the Law Society about company legisla- 
tion. 

Yes: 

To find out their reaction to it. 

Yes? 

This is a copy of one of the letters sent, it happens to 

be addressed to the solicitor for one of the trust companies 


but it was just to have a sample of what we had sent to all 
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2-B=-10 
E. R. Hughes = Clement Ex, 


A (Cont.) of them. 





Q Yes, the notation on the bottom is: 
"Copies to all trust companies registered in Alberta 
and Alberta Division Trust Companies Association of 

Canada." 

I will tender that, sir, as an Exhibit. 
THE COMMISSIONER: Exhibit 292. 
CIRCULAR LETTER FROM MR. WARR TO 
MR. MCCUAIG, JANUARY 3rd, 1961, 
MARKED EXHIBIT 292, 
Q MR. CLEMENT: The next item is a Memorandum for the 
File, January 17th, 1961, by Mr. Hughes: 

"Dr. Allard telephoned me on the 16th instant and 
requested that consideration be given to passing an 
Order-In-Council along the lines of the proposed 
amendment to Section 124 of the Act, to permit North 
West Trust Company to invest surplus capital in excess 
of that required under The Trustee Act in the interim 


period of passing the amendment. He made this request 





because the company has an opportunity to obtain one 





half million dollars further capital and wishes to 
invest part of it in other than trustee investments. 
Dr. Allard will write in this connection." 
Did he so write? 
A Miles wrote, I believe; Mr. Miles, I should say. 
Q Well, I will tender the Memorandum of January 17th 1961 
as an Exhibit, sir. 
THE COMMISSTONER: Exhibit 293. 
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2-B-11 
E. R. Hughes - Clement Ex. 


MEMORANDUM, JANUARY 17th, 1961, 
BY HUGHES, MARKED EXHIBIT 293. 


Q MR. CLEMENT: And the letter from North West Trust 
signed by Mr. Miles addressed to Mr. Hughes as an Exhibit. 
THE COMMISSIONER: Exhibit 294. 
LETTER FROM MILES TO HUGHES IN RE- 
SPECT TO EXHIBIT 293 IS NOW MARKED 
EXHIBIT 294. 
Q MR. CLEMENT: Your next production, Mr. Hughes, is a 
letter from the Registrar of Companies to the North West 


Trust Company of January 3rd, 1961, requesting comments on 





the proposed amendment of Section 120 Subsection (4)? 


A Yes. 
Q TIT will merely table it, sir. 
A It is just another one of the same ones that were, general 


ones sent. 


Q The same as the one to Mr. McCuaig? 
A Yes. 
Q Could I see the letter from the North West Trust, sir? 


The next document, Mr. Hughes, is a Memorandum to Mr. 


Wilson dated January 20th, forwarding a copy of Mr. Miles? 





letter, Exhibit 294, and asking for his consideration. 
THE COMMISSIONER: Exhibit 295. 


MEMORANDUM TO WILSON, JANUARY 20th, 
MARKED EXHIBIT 295. 


Q MR. CLEMENT: And you produce Mr. Wilson's Memorandum 
to you of January 30th on this subject in the following 
terms: 


With reference to your Memorandum of January 20th, I 
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2-B-12 
E. R. Hughes - Clement Ex. 


Q (Cont.) would not recommend an interim Order-In-Council 
pending an amendment to the Act for the reasons set 
out in my Memorandum to you of December 19th last." 

Lf cenderthat,*sir. 
The next letter, sir, is February 6th, 1961, and it is 


not in my view - 


THE COMMISSTONER: The 30th of January is going in? 
MR. CLEMENT: Yes: 
THE COMMISSIONER: That will be Exhibit 296. 


MEMORANDUM, WILSON TO HUGHES, 
JANUARY 30th, MARKED EXHIBIT 
296. 
Q MR. CLEMENT: A letter from the North West Trust to 
Mr. Hughes of February 6th, 1961, which is, I dontt think it 
is of sufficient significance to put in as an Exhibit. I 
will merely table it. 
And a letter in similar terms from the North West 
Trust to Mr. Howard of the same date. 
The file of the Registrar of Companies also contains 


a clipping from the Financial Post of June 3rd 1961, 


respecting North West Trust. JI suppose this is in the 





category of hearsay evidence, sir; I will merely table it. 





The next item, the next instrument is a recommendation 
by the Provincial Secretary to the Lieutenant Governor in 
Council respecting a change of name of this company to 
North West Trust Company. That appears to have no signifi- 
cance in this Inquiry. 

Now, Mr. Warr, the next - 
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2-B-13 
E. R. Hughes — Clement Ex. 


MR. FRIEDMAN: Mr. Hughes. 

Q MR LCLEMENT: The next document is dated August 14th 
1962, a Memorandum for File by Mr. Howard, the Administra- 
tive Assistant; could you tell Mr. Commissioner what is 
involved in that Memorandum? 

A It is "Re The Trust Companies Act", it is signed by Mr. 
Howard, it is a Memorandum for File. 

"At a meeting between Mr. Hughes, Mr. Friedman and the 
undersigned on August 14th in connection with the 
application of North West Trust Company to His Honour 
Mr. Justice Manning, it was agreed that an examination 
of the North West Trust Company should be made prior 


to this application being heard by the Court." 








Q Do you recall what application was being referred to there? 
A TE dognoet., 
Q Mr. Gill has been kind enough to draw to my attention that 


this application was for a reduction of capital of the 
company and suggests that it may not be relevant to the 
Inquiry. I don't know whether Mr. Wright will agree. 


MR. WRIGHT: I do. 





Q MR. CLEMENT: And the next instrument is related to 





the same matter, sir. 

Then we have a document, a letter, a Memorandum dated 
May 15th, 1964, from Mr. Hughes, Deputy Provincial Secretary, 
to Mr. The Honourable Gordon E. Taylor, Minister of Highways; 


what was the purpose of this communication, Mr. Hughes? 





A Sir, I will have to read it to refresh my memory. I didn't 
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(Cont.) review the late correspondence. 


out? 


Well, the file, 
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Shall I read it 


you have been working, you have not been 


working from the original file, Mr. Hughes, you have just 


been working from the Xerox copies I have put before you. 


Let me show you the original file now and direct your 


attention to a Memorandum from Mr. Taylor of May 13th, 1964. 


That was the result then of a request from Mr., The Honour- 


able Mr. Taylor for information about the company as a 


result of inquiries from B.C. 


Where the company has apparently now set up an office? 


An office, yes. 
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Q How would Mr. Taylor -- did he have any official position 
or was this just information to enable him to answer some 
inquiries? 

A No official connection with the Provincial Secretary's 
Department at all. 

Q What is the next one? The next one is a memorandum from 
you to Mr. Warr, Registrar of Companies of May 27th, 1964, 
suggesting that the affairs of the company be given careful 
scrutiny when they are next examined. This was an annual 
examination pursuant to the Trust Companies Act that you had 


in mind? 








A That I had in mind. 
Q I will tender that. 
THE COMMISSIONER: Exhibit 297. 
MEMO OF MAY 27th 1964 ENTERED AS 
EXHIBIT 297. 
MR. CLEMENT: Is there another? 
A That is a photocopy of a photocopy. 
Q The next document appears to be excerpts of a speech from 
Mr. Turcott, I think I will just table that. 
MR. GILL: I think it is already in. 
MR. WRIGHT: It is an Exhibit already. 
Q MR. CLEMENT And finally we come to Order-In-Coun- 


cil 1115/58 which provides for the approval of Farmers and 
Merchants Trust Company Limited for registration upon a 


number of specified terms and conditions? 


THE COMMISSIONER: The date? 
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E. R. Hughes —- Clement Ex. 
= Gill Ex. 
CLEMENT: The date is August 5th, 1958, sir. 
COMMISSIONER: Exhibit 298. 
ORDER-IN-COUNCIL NUMBER 1115/58 
ENTERED AS EXHIBIT 298. 
CLEMENT : Would you answer my friends? 
COMMISSIONER: Mr. Gill? 


GILL EXAMINES THE WITNESS: 


a 


SS a EY ES 


Mr. Hughes I think yesterday at page 1646 I asked you, at 
the bottom of the page "Well, on March 24th, 1958, isntt it 
correct that on the recommendation of Mr. Hooke, that other 
trust company, Farmers and Merchants Trust, their certificate 
was cancelled?" You answered "Suspended, I believe." Now, 
you have had an opportunity of looking at Exhibit 272, the 
Order-In-Council connected with Farmers and Merchants and 

the operative word is 'cancelled*?, is it not? 

I agree. 

So that your answer yesterday should be amended? 


Right. 





Thank you. Would you kindly look at Exhibit 266, the copy of 
the file memo of April 3rd, 1958 made by Mr.Warr and in the 
first sentence, Matheson and Macdonald attended on Mr. Warr 
concerning the proposed registration of North West Trust. 

I am interested in this sentence "I informed them that I had 
been instructed to refuse to register any trust companies 
incorporated under the Companies Act and accordingly I would 


not approve such registration" Those were Mr. Warr's 
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A Presumably so. 





Q Would you please speak up, the acoustics are very bad when 
the reporter has his back to you. Did you issue those 
instructions? 

A Yes. 

Q Well then there is no presumption about it, those were Mr. 
Warr's instructions from you? 

A Whether they were in those words or not, I think it was not 
to register any inactive trust company withour referring the 


matter to me for consideration. 


Q And they requested a meeting with you? 
A Yes’. 
Q And, the bottom paragraph, there is a notation, Mr. Matheson 


is the he referred to in there, he stated that the proposed 





officers and directors of the company would be Mr. A. K. 
Olive, formerly associated with the Provincial Treasury Bran 
is that a correct statement that the Mr. Olive involved was 
the one formerly connected with the Treasury Branch? 


A I believe that's true. 





tO 


Superintendent my learned friend Mr. Maynard tells me, is 


that the correct designation? 





Superintendent of Treasury Branches. 
When did he retire, do you know? 


I dontft know. 


Co > > - 


Dr. Rupert Clare, Dr. Charles Allard, Mr. C. B. Clarke 
formerly with the Toronto General Trust Company,Mr. John 


Klinck, manager of the North American Life Insurance Company, 
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2-P-4 
E. R. Hughes - Gill Ex. 





Q (cont. ) Mr. D. R. Matheson, Mr. Sam Belzberg and 
possibly Mr. G.J. Bryan Q.C. Is that what that memo says 
at the bottom of that paragraph Mr. Hughes? 

A That is. what the Memorandum says. 

0) Then turning to Exhibit 267, the Memo for File of April 9th, 
1958 signed by you the paragraph I am interested in begins 
with this sentence, Mr. Hooke decided that as this company, 
referring to North West Trust Company, had been registered 
as an inactive trust company, it would be desirable to grant 
it registration as an active trust company providing it 
confined its activities solely to the business of a trust 


company as defined in the Act? 





A That is what the memo says. 

Q That is what the Minister told you? 

A Les. 

Q Well that isn't the way that North West Trust Company 
finally got registered, was it? 

A No. 

Q When they were finally registered North West Trust Company 
could accept deposits? 

A That, is true. 





Q Why the change? 

A Because it was thought to be inequitable to grant 
registration to another trust company and not treat this 
company on all fours with it. 


Q But Farmers and Merchants were suspended at that time, 


cancelled, correct? 
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ies) 


A Thatts right. 





Q So why allow one trust company to operate because of another 
one which at that time was cancelled? That is what I am 
having difficulty understanding Mr. Hughes? 

A Representations I believe were being made at that time to 


have it reinstated. 


Q Farmers and Merchants? 
A Farmers and Merchants. 
Q I see and, Mr. Warr in Exhibit 269, sir, is Memo for File 


of April 9th, 1958 records the meeting between Mr. Matheson, 
MiaeMacdonald, Mr. Clarke, Dr. Allard, Mr. A. K. Miller C.A., 
yourself and Mr. Warr in your office. I am interested in 

the sentence that begins, he advised -- this is in the middle 
of paragraph 2 and refers to Dr. Allard, he advised that it 
was the wish to do everything in a proper and legal manner, 
that there was no subterfuge and it was not the intention to 
circumvent any statutory requirements. That is the note Mr. 


Warr made od the meeting, is that correct? 





I haven't got a copy of that. 





Oh, I am sorry. 


I haven't got a copy of that particular. 





oO FSF © > 


It is on page 1 of the Exhibit Mr. Hughes in about the middle 


of the page? 


> 


That is what appears in the Memorandum. 


Why would the word'subterfuget be used? 
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co FF CO YF 


You were unhappy about the fact that someone could come 
along and pick up an old trust company registration, say 
1911, that had been inactive and never really operated as 

a trust company and then convert it into an active trust 
company. You were unhappy about this? 

Under the existing legislation I was, yes. 

As it existed in the spring of 1958? 

Yes. 

That is why you suggested the requirements of $50,000.00 

or 25 percent of the liability to the clients be placed in 
bonds? 

That is true. 

And you made some other requirements that you told us of 
yesterday about advertising and so forth? 

We didn't make those requirements on the North West becase 
it was assumed that wouldn't happen at all. 

They gave you that undertaking, did they? 

No, we didn't even ask for it because it was something that 
just wouldn't happen. 

And then on page 2 in front of you, Exhibit 269, in paragraph 
2, Mr. Hughes suggested they seek an audience. I take that 
to mean a meeting with the Minister, is that right? 

That is right, yes. 

Is there any particular significance to the word 'audience'? 
Does that have the same reference as to Royalty? 


I don't think there is any implication of that at all. 
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Q I had thought the word was solely used for personages of the 
Royal Family but, I may be wrong? 

A I don't think I would use that phrase, Mr. Warr might have. 
I think in my recollection I told them they should make 


their own representations to the Minister. 


Q By a meeting? 
A By a meeting. 
0) I see may the witness be shown Exhibit 270 please that is 


your Memorandum Mr. Hughes of April 10th? 

A ‘I have a copy. 

Q And this is what I would term a wise Deputy briefing his 
Minister, is that correct? 


A I deny that. 





0) Well, we will see what the memo says. You were warning 

Mr. Hooke from your memo "These people will probably appeal 
to you on the grounds --" and you summarized them -- "That 
profits from trust company businesses are going to Eastern 
Canada financial interests. 

That some arrangement should be worked out whereby even 
though the Alberta Trust Company Act las no provisions for 
Alberta Trust Companies to enter the deposit business and no 


requirements to provide protection to depositors such 





protection could be provided in the Charter itself fixing 
reserves and ratios --" That quickly summarizes what you 
thought they would be going to the Minister about and 
appealing on those grounds? 


A That is right. 
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Hughes - Gill Ex. 





You then went on "I would recommend that if they do appeal 
to you along the lines of the foregoing they may be refused 
for the following reasons - 

1. Although the North West Trust Company Limited 
registered as an inactive trust company for the 
purpose of conserving, managing and realizing 
its assets and discharging its liabilities when 
the Trust Companies Act was passed in 1931 it 
has never in fact really operated as a trust 
company since the date of its incorporation in 
1911." 

That was your first objection, correct? 

Yes, 

Secondly "In dealing with Farmers and Merchants Trust 
Company Limited the Deputy Attorney General expressed 
himself --" that was Mr. Wilson? 

Yes.. 


"Expressed himself very forcefully as of the opinion that 





the Department should adopt a policy of refusing registration, 
as a trust company, to these old companies incorporated under 
the Companies Act particularly in view of the requirement 
that has been in force since 1931 that no trust company 

shall be incorporated in the Province otherwise than by an 
Act of the Legislature." That was your second objection? 


Yes, 





And then you went on 


eG To take any action to authorize the North West 
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2-P-9 
E. R. Hughes - Gill Ex. 


Q (cont. ) 





Trust Company Limited to take deposits would be 
entirely inconsistent with our position in the 
matter of Farmers and Merchants Trust Company 
Limited and the position we took in requiring 
that the Bill to incorporate Gibralter Trust 
Company Limited, originally Roxy Savings and 
Loan Trust Limited, to be amended by deleting 
the provisions whereby the Company asked for 
the power to accept deposits." 
That was your third objection? 
A Yes. 
Q And your fourth was you thought that the trafficking 


in the Charters of these old companies was "A deliberate 





attempt to circumvent present day legislation." Tha is 
your fourth point? 

A That is what I said. 

Q And then in your fifth point you say "Dr. Allard makes a 


considerable point of the fact that our Alberta Trust 








Companies Act does not contain provisions authorizing and 





controlling trust companies to engage in the deposit business 
although Federal and Ontario Trust Companies are permitted 

to do so. It is not unreasonable to assume that such 
provisions were omitted, with intent,from the Alberta Trust 
Companies Act when it was passed in 1931 -- 


(a) Because the Province considered that the matter 





of controlling, supervising and inspecting of 
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2-P-10 
Be Re Hughes’ —- Gill Ex. 


Q (cont. ) 
" institutions, both banks and trust companies, 
that had the power to accept deposits should be 
left to the Federal Government. 
(b) Because the Province considered that under the 
circumstances there was no necessity of requiring 
of setting up a Provincial branch to control a 
few trust companies that might enter the deposit 
business when such companies could enter this field 
by obtaining a Federal Charter." 


That was your fifth reason? 





A Yes. 

Q And your sixth reason "Tf the interests, other than the 
two solicitors who wish to make a profit from the sale of 
the Charter, have no ulterior motive in endeavouring to 
activate this company it would appear that their purposes 
would be much better served by forming a trust company under 
the Federal Trust Companies Act and submitting itself to the 


controls of that Statute. The fact that it is not an 





Alberta Company would not be material insofar as Dr. Allard's 





argument regarding profits of trust companies going out of 


the Provinces concerned because if such a Federal Trust 
Company is controlled by Alberta capital the profits would 
accrue to the Alberta investors." That was your sixth 
reason? 

A Yes. 

Q And then further in your memo to your Minister you mentioned 





SUPREME COURT REPORTERS Ee ee ee 
EOMONTON, ALBERTA 








t 


,eskasqmos geutd bas adasd Atod ,enotsuthdenks «1 " 
od bittoda etiBoqeb 4qso0s 63 1ewoq! ont bad Behe” 
.Inemn19veD L[etebs4t oft oF SI6K” 
eit asbau jed+ bersbkanos sonkvort srt seuso8a (d) 
gaitiuper Yo yslessoon on asw sieds scons demos 
s Lorjnes of donsad Istonivoyd s qu anisise te” 
tiaoqeb sit rs83ne tdgta jeds eotasqmos teuis wet 
feii aids 269305 biuos estnsqmoo dove nedw eestiesd 
" ae9s1ed) Lstebel s gointetdo yd ~ 
Tnoaset Axtti avoy tew daAT 
eel 
ads oats tedze ,atesasini ely YI" noeset dixie twoy bad 
to sine ont mort ti‘to1q & Siism oF datw ofw exosvtotioa ows 
eo? Bniiuvovesbas ni evidom 10fedly oa Svar .t6316d) offs 
eexogqixuq tteis jsdd 1s9qqs bluow ti yYosqmoo efAs SIsvigos 
asebnu yasqmes teut+ s yotaiot yd beviea resszed doum od bivow 
edt oF Yfeesé ant scimdve boas toA aotosqmoD seurT Ieashet Sd 


te Jon ei Jt dont sont oft Letustn de Fons bs konpapane 


(RIB ELA’. Bs a oeinh (Seknotam of Jon Ridew ea Maree A 


Ye ‘tuo ynlog ee 

Diy, scion ieceale -" 
shades rdiceae hes 

- rn eee 


3 cae | 


Bai 
* 


























a» 


1718 





——_—_—__——_— 


2-P-11 
E.R. Hughes - Gill Ex. 


Q (cont. ) "On two occasions during our interview yesterday 
Dr. Allard asked me if there was reasonable cause to expect 
that the Alberta Trust Companies Act might be amended in such 
a way as to permit companies incorporated thereunder to enter 
the deposit business. On both occasions I refused to comment 
other than to point out that the Act had been in force for 
more than twenty-seven years without it being considered 
desirable or necessary that it be extended to govern deposit 
business as well as functions that trust companies usually 
perform of acting as trustees, executors, administrators, 
etcetera. Apparently Dr. Allard had it in mind that he 
might be permitted to purchase the company, get it registered 
under the Trust Companies Act to engage in trust business 
only and then, if the Alberta Trust Companies Act were 
amended, obtain a Charter by private Act for a succeeding 
company that would have the power to accept deposits." 
Your final paragraph "It seems to me that the whole thing 


boils down to the fact that these two solicitors are 





endeavouring to sell the old Charter of this company and it 


seems to be somewhat of an anomaly that the solicitors who 





are the prospective vendors of the Charter appear to be 
acting as legal advisors of the prospective purchasers." 
And you signed that memo to your Minister? 

A tL, did. 

Q Would you look at your memo of June 2nd, 1958, Exhibit 254 
I believe. Yes, would you show it to the witness please 


Mr. Clerk? Have you got it there? 


SUPREME COURT REPORTERS 
EDMONTON, ALBERTA 








eLtL 



























ysabieteey wotviednit avo gaiaub anokesos0 ow? wo" (.3m09) 
toeqxe of sauso sldsnoese1 e@sw stedd 2i om bodes brsLiA 1d 
sue oi bobnoms ed tdyt@ 2oA eotnaqmoD Jau7zT ataediA ofd Jad? 
stns oft tebratieterns betsireqiconi setnasqmoo simieq oF 66 Yew & 
19mmo>o 0% beavte1 I enotesooo dtod nO .aeentaud sisogeb eAd 
1402 so10e% ni ased bed JoA sdAét Jade tuo Jatoq oF asds t98dzo 
betebiencos yoted ti tuodthw emsey nevee-ytaews asds stom 
Steoqeb arsvoy o¢ bebnetxs ed ti dads yrsees0en so eidatteeb 
vilaveu asiasqmoo teaurts todd anotsonut es Llow as easontaud 
etojeiseinimbs .e10cvoexe ,seetseau1ts as gaisos To motieg 

ori gedd baim ot sit bed bistlA .1G ylinetaqqA .sieJ3eose 
eiedaipot ti top .yasqmoo edd seariosuq of betstimieqg sd sigta 
asonieud sau1d nk spsyne of JOA esinsqmoD teual ond t38bau > 
etew toA asinsqmo) tau1T ssxedlA edd ti , mods buns yinoe 
anibesooue s 10% toA sdavirg yd aed78d) 6 aistdo ,bebnems 

". etieoqsb Jqeo20e of a9woq ess eved bivow 36c3 yosqmoo 

poids olofw erg Jjctis om oF ameca JL" figqsages6q {sait, v0 
oan etosioiloe ows seeds t53 Jost add oF awob eltod 

tt bas Yasqmoo etsid to 19t1ad) blo eds LLoa ot yatawoysebns 
odw atotiotioe efg dads yismons 16 to a amsoe 

: ch, Re maoreen eR AS 2 20. SNORE sag, edt ons 


sieeetesonen mene att 244 
artes ate mpi 


; Py 
wae sacs 8 ae 


_ 


ia ' ea 


1714 ik ee 


2-P-12 

E.R. Hughes - Gill Ex. 

A I have it here. 

Q Is there on the bottom of it a notation in your handwriting 
of June 25th, 1958 "Dr. C. Allard phoned inquiring if in 
order to invest $50,000.00 in Alberta Gas Trunk Line bonds, 
I advised no, only in Dominion, Provincial or Municipal 
bonds."? Is that on -- 

That is not on this Exhibit. 

Should it not be on there? 

To complete the record it should be on there. 

Thank you, that is your handwriting? 

No, that is not my handwriting. 

All right, whose handwriting is it? 

This is Mr. Warrts handwriting. 

ieee. 


And his initials. 


Oe OS ROS RS 


I see, thank you for clearing that up. I wonder if we 
shouldn't tender this and have it photostated. 
THE COMMISSIONER: It has been read into the record 


Mr. Gill which would serve the same purpose and acknowledged 





by Mr. Hughes. 


MR. GILL: Thank you. 





Q MRe GLI . Then sir, despite your letter of 
two pages and all those reasons that you gave to your Ministe 
on July 23rd, 1958, North West Trust Company Limited was 
authorized to act as an active trust company within the 
Province of Alberta? 


A Yes, 
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2-P-13 
E. R. Hughes - Gill Ex. 


Q Thank you. 





THE COMMISSTONER: I think before embarking on any 
further examination, we will adjourn. 

(At this point 11:15 A.M., the 
Hearing stood adjourned until 


11:30 A.M.) 
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3-M-1 
E. R. Hughes -— Bowen Ex. 


THE COMMISSIONER: Mr. Bowen, I wonder if you would 
mind moving over on this side. The Reporters are finding 
it hard to hear. 

MR. BOWEN: : Certainly. Mr. Hughes, I notice 
from the memoranda which have been entered this morning, 
that during the month of April, 1958, there was quite a 


flurry of activity with your office concerning this 


matter. 
A Yes. 
Q There were two or three meetings in your office and there 


were telephone calls and so forth. 
A Yes. 


Q And then the next indication I have from the memoranda 





entered is June 2nd, another memorandum. Now, between 
June 2nd and in July when the application was approved, 
what happened? Did the thing just go out of your office 
into the executive suite at that point? 

A In the absence of anything on my file, presumably there 
wasnft anything of moment to report. 


Q Well, you don’t know whether there was anything of moment 





transpired, though, do you? 





A No. 
Q So that we can take it, I suppose, that from -- let’s say 
this -- during the month of April it was very active 


with your office, and in June and July ostensibly your 


office didn*t have much to do with it; is this correct? 





A Yes. 
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3-M- 

E. R. Hughes —- Bowen Ex. 

Q So that if anything was done which led up to the approval 
in July, it was done in the higher echelons? 

A There may have been conversations that I have forgotten. 

Q Now, conversations between you, sir, and someone else? 

A It could be, very definitely. 

Q Do you have any memory of conversing with Mr. Hooke about 
this during the period of June and July 1958? 

A No. 

Q But there could have been. Referring to the meeting of 
April 9th, or at least your memorandum, which sets out a 
meeting, I see that there were two solicitors and Mr. 
Miller present. 

A I believe, Mr. Bowen, that was Mr. Warr’s memorandum. 

Q Ah --it was in your office? 

A It was in my office, 

Q And you were present? 

A Yes. 

Q And there were Mr. Matheson, Mr. Macdonald and Mr. Miller 
present, amongst others? 

A Yes. 

Q Did this meeting extend over some period of time? 

A I do not remember how long it was. 

Q Did everyone participate in this, and in conversations and 
discussions? 

A I do not think --- I do not think so -- that Mr. Warr 
made any comment. Mr. Allard, I believe -- Dr. Allard 
said very little. The solicitor that was there --- . 
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3-M-3 
E. R. Hughes - Bowen Ex. 





Q You were being urged strongly to accept the application 
on a deposit basis at least, to allow them this power? 

A Yes. 

Q And I think, knowing the solicitors and Mr. Miller, you 
were probably urged very strongly, were you not? 

A Very reasonably, too, 


Q Oh, quite, quite; but in any event the result of it was 





that you didn’t change your mind one little bit. 

A I certainly believe I was influenced by their 
representations. 

Q But the end result, according to what I recall of the 
memorandum, was that they wanted the right to accept 


deposits, and you didn’t think you should approve of this 











right. 

A Yes. 

Q So that at this point you were against it? 

A That’s true. 

Q And that is April 9th, 1958; is that correct? 

A Yes. 

0 And was this connected with your desire for a new Act, 
before anything was done with this -- with these old 
charters? 

A That and a feeling of my responsibility to the people of 
Alberta who were investing -- not as shareholders, but as 


depositors. 
And your views were quite strong in this case? 


I expressed strong views because I knew that the other 
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E. R. Hughes - Bowen Ex, 
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(Cont.) people were smarter than I was, and they would 
express even better views when the thing came before the 
Minister. 

What do you mean by “the other people were smarter -- ," 
I respected both Mr. Macdonald and Mr.Matheson quite 
highly. They put together an exceptionally well -- 
presentation to me, and I knew that that was going to be 
a good presentation, so I advanced my reasons, and my 
reasons solely, to the Minister. 

All right, tell me this, Mr. Hughes: what changed your 


mind? Was it Mr. Hooke? 





What changed my mind? You mean -- my mind was changed -- 
when the registration was effected? 

No, prior to the registration; prior to the registration, 
as I understand it, you went along with this idea of 
$50,000.00 in bonds. Now, why did you change your mind? 
Because I have stated my case. I have been wrong many 
times in my decision, I believe in my decision but I am 


not dogmatic to think it is always right; so that if other 





minds consider that circumstances justify a decision 
contrary to what I have recommended, I accept. 

Now, your mind wasn’t changed by Dr. Allard or his 
solicitor, was it? 

They influenced my thinking. 


Right, but your mind was influenced from the executive 





suite some place, wasn’t it? Mr. Hooke? 


The decision was that this should be registered, so I didntt 
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A (Cont.) say: No, you do not do that. It wouldn?t be 
practical at all. 

Q Were you suspicious of Dr, Allard in this case? 

A Not at all. 

Q I notice -~- I’m going only by memory, and in the one 
memorandum to your Minister you indicated that you weren'tt 
too happy with the sale of a charter by the solicitors 
who were also acting as solicitors for the applicant. 

What did you have in mind there? Did you think there was 
some hanky-panky going on? 

A No, it was more of a facetious comment. 

0) Written out in a very good memorandum, was it not, Mr. 
Hughes? 

A I doubt if it was a very good memorandum, It was just 
random thoughts, 

Q Did you ever get any pressure from Mr. Hooke to go along 
with this $50,000.00 aspect? 

A No. 

Q You were away at the time the Order-—in-—Council was passed? 

A I dontt know, 

Q But you don't know what went on in the approximate month 
and a half to two months period leading up to the approval? 

A No. 

Q Thank you, Mr. Hughes. 

THE COMMISSIONER:: Mr. Crawford? 


MR. CRAWFORD EXAMINES WITNESS: 


A 


Mr. Commissioner, may I have an opportunity to correct a 
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3-M-6 
E. R. Hughes - Crawford Ex. 





A (Cont.) statement I made yesterday? 
THE COMMISSIONER: Certainly. 
A The question from Mr. Crawford -- I said that the Order-in- 


Council reinstating Farmers & Merchants contained what I 
believed was guide lines that we were following. I was 
incorrect. I have looked up that Order-in-Council of 
reinstatement, and I find that it does not contain any 
guide lines, other than one that we had been thinking we 
should use in the case of these newly activated trust 
companies, namely, the requirement of $50,000.00 capital 


and twenty-five percent of capital reserve. I was incorrect 





when I said they were guide lines. 
Q MR. CRAWFORD: Is that Order-in-Council -- has that 


been entered now? 


THE COMMISSIONER: Yes. 

MR. CRAWFORD: May I just look at it, please? 
A 1ll-- . 

THE COMMISSIONER: Exhibit 298. 

Q MR. CRAWFORD: Mr. Hughes, Exhibit 298 lists a 


number of requirements, but you say now that these were not 


guide lines in particular. Were they the items numbered 








one to seven on the Order-in-Council -- are those what you 
had referred to yesterday as guide lines? 

A That's what I was recollecting. 

Q Yes, and were those the rules that were applied to North 
West Trust Company when it was -- 3 

A Item No. 3 was the prime guide line, as far as the North 
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3-M-7 
E. R. Hughes - Crawford Ex. 





A (Cont.) West Trust Company -- the others being irrelevant 
to the situation, as far as North West Trust Company is 
concerned, 

Q So the requirement that was material was the one that 
forty percent of monies received on deposit, in accordance 
with Section 3 of the Trustee Act, be invested in 
accordance with Section 3 of the Trustee Act, and the 
remaining sixty percent might be invested in any trustee 
investment in accordance with the Trustee Act? 

A That?s right. 


Q Did the North West Trust Company submit its application to 





the Minister under seal? 
A IT do not know. 


Q If that application is on the records of the Companies 





Branch, Mr. Commissioner, I would just ask Mr. Friedman to 





produce it. It relates to a statutory requirement under 
Section 6 of the Trust Companies Act that was in force at 
the time. My questions for the moment will relate to 
whether or not the North West Trust Company was ever 
called upon to comply with the Act in its application for 


registration. 











THE COMMISSIONER: Mr. Friedman, could you have that 


matter checked? 


MR. FRIEDMAN: Mr. Commissioner, Mr. Warr is here 


with copies of the file -- 





THE COMMISSIONER: Yes. 


MR. FRIEDMAN: ---- and at the time that -- . 
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3-M-8 
E. R. Hughes - Crawford Ex, 





THE COMMISSIONER: Yes. 
MR. FRIEDMAN: --- and at the time that --., 
THE COMMISSIONER: Mr. Crawford, would it serve your 


purpose for you to bring it out when you examine Mr. Warr, 
Since he is the Registrar of Companies, or do you wish to 
do it through Mr. Hughes? 

MR. CRAWFORD: No, I am entirely satisfied to do 
it through Mr. Warr. 

THE COMMISSIONER: Mr. Warr is going to be produced 
as a witness -- he will likely not -- we will likely not 
reach him until next week, but if you could defer it until 
then -- if that will meet your convenience, and Mr. Warr 
can in the meantime -- if he hasntt got it here, endeavour 


to produce it. 





MR. CRAWFORD: Very good, Mr. Commissioner. 

A Mr. Commissioner, that is a matter of not company records, 
trust company records that are now part of the Attorney 
General*s Department and are filed with Mr. Dansereau. 

THE COMMISSIONER: Yes; well, Mr. Friedman will know 
where to search for them. 


MR. FRIEDMAN: Yes, Mr. Commissioner, this 








document will be produced. 
THE COMMISSIONER: Thank you. 


Q MR. CRAWFORD: Mr. Hughes, the requirements in 





regard to the $50,000.00 of capital of the North West Trust 
Company being invested in a certain way, was in addition 
to the statutory requirements? 
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3-M-9 
E. R. Hughes - Crawford Ex. 


A The statutory requirements as to capital just were 
practically non-existent under the Act at that time, as 
I remember it. 

Q Let me recall, for the purpose of assisting you in answering 
that question, Mr. Hughes -- . Section 7, subsection 2, 
of the Trust Companies Act of 1956 -- Itm sorry -- of 1955, 
which was replaced in 1960 -- and we are now talking about 
1958 -- provides that no trust company other than a trust 
company registered pursuant to this Act as an active trust 
company, shall be registered unless it is shown (a) that 
its capital has been subscribed in an amount not less than 
$250,000.00. Do you remember if that was done in this 
case? 

A Yes, I believe it was done. 
It was done, to the best of your recollection? 

A To the best of my recollection, that would be done, or it 
wouldn't be granted registration. 

Q Where would the record be that would show whether it was 
done or not? 

MR. CLEMENT: I think it*s in evidence, Mr. 


Crawford, if I could just have a moment. 





Q MR. CRAWFORD: While Mr. Clement seeks to produce 


that document, Mr. Hughes, I would just ask you if you 





remember anything in respect to the next requirement, 
that there be paid up in respect to subscribed capital a 
sum of not less than $100,000.00, and ask you if you know 


whether or not that was done. 
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3-M-10 
E. R. Hughes - Crawford Ex. 


A 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


I do not know, The records should show, 

CLEMENT: If I may mention the document I 
had in mind, sir, it is a portion of Exhibit 253, which 
are the annual reports for North West Trust Company. In 


the report for the year ended December 31st, 1958, it shows 





an authorized capital of $1,000,000.00, of which 
$500,000.00 -- I'm sorry --- five hundred thousand ordinary 
shares of $1.00 each are shown as subscribed for, and 

that there has been called up on 436,250 shares, an amount 
of fifty cents, and on 22,000 shares, an amount of twenty- 
five cents each, 


MR. CRAWFORD: And does the record show if the 





amount of the calls were actually paid? 
CLEMENT : Well, that wouldn*t appear from 


this document, 





CRAWFORD: I can ask the North West Trust 
Company. 

CLEMENT: There is a -- . 

CRAWFORD: -- when they come to that -- about 
that. 

CLEMENT : There is a 1959 annual report -- 


there is attached the financial statements, and they show 

in respect of capital stock an aggregate amount, as I read 

the statement, of $960,000.00 paid in on capital. 
CRAWFORD: And the year was -- ? 


CLEMENT : This was for the year ending 


December 31st, 1959. Unfortunately the previous year's 
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3-M-11 
E. R. Hughes —- Crawford Ex. 


MR. CLEMENT: (Cont.) annual report does not have attached to it 
the financial statements, so I cantt give you the 
information as of that year end. 

MR. CRAWFORD: Mr. Commissioner, I will pursue 


that matter through a subsequent witness. 


MR. WRIGHT: That is exhibit number? 

MR. MAYNARD: 253.6 

MR. CLEMENT: 253. 

Q MR. CRAWFORD: Mr. Hughes, you mentioned a 


committee that you established. I realize it may have 
been a very informal one -- to assist you in consideration 
of matters relating to trust company applications, and 


perhaps, for all I know, in respect to other matters. 





You mentioned that the Deputy Attorney General and Mr. Warr 
and you met on occasion as such a committee; is this 
correct? 

A I didn't establish a committee, but I considered that I 
had been quite severe in other cases of risk to investors 
in Alberta, insurers in Alberta, and that I would like 


better minds than mine to consider it, so I asked Mr. Wilson, 





the Deputy Attorney General, and Mr. Huckvale, the 


Provincial Auditor, to consider certain matters with me, 





and Mr. Warr and I attended on them to consider the 


matters, 





Q I am just referring briefly, Mr. Hughes, to your evidence 





yesterday at page 1647 -- reading the material part of the 


question and answer: 
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3-M-12 
E. R. Hughes - Crawford Ex, 


Q (Cont. ) 





"Q But you did know, Mr. Hughes, that in March of 
1958,Farmers & Merchants were either cancelled or 
suspended? 

A I did know. I had been the instigator of the 
Order-in-Council and the -- after a discussion 
with senior Government officials, including the 
Provincial Auditor, the Deputy Attorney General 
and myself, and maybe somebody else -- because I 
had a committee." 

A Yes, it was the "establishing" that I was worried about. 
I didntt establish it, I asked them to act with me, I 
had no authority to establish such a committee. 

Q And there was nobody else involved, to the Restor your 
memory now? 

A Mr. Huckvale, Mr. Wilson, Mr. Warr -- I dontt remember 
anybody else, 

Q Did your committee purport to decide the question of whether 
or not either the Farmers & Merchants Trust Company or the 
North West Trust Company should in the first case be 


reinstated and in the second case registered as an active 





trust company? 





A No, the four individuals I mentioned dealt, I believe, only 
with the matter of the necessity of a new Act, primarily 
with what should be recommended to be done with respect to 


Farmers & Merchants Trust Company, who at that time were 





registered as an active trust company. That is my 
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3-M-13 


E. R. Hughes - Crawford Ex. 


A 


1728 


(Cont.) recollection. I think I would remember if we had 
dealt with -- I don‘tt think there was a discussion with 
those four of other matters. 

So, was the authority that made the decision in those two 
applications, the Cabinet? 

On the recommendation -- on my recommendation, in which I 


had mentioned the views of the others. 
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“ 
E. R. Hughes = Crawford Ex, 





Q And would it not be on the Provincial Secretary's 
recommendation in fact? 
A The Order-In=Council would be on the recommendation of the 


Provincial Secretary. 


Q And in the summer of 1958 and the spring that would be Mr. 
Hooke? 

A Yes. 

Q And the recommendation that he made was, the result of it 


was in respect to North West Trust, it was contrary to your 
original advice on the subject? 
A No, my recommendation was that they be cancelled and the 


Order=In=Council cancelled then, 











Q No, North West? 

A Oh, North West? 

Q Yes? 

A This Committee had nothing to do with North West, as I 
recall it, 

Q I thought you just told me that the Cabinet did have and 
that you made certain recommendations? 

A I thought you were referring to Farmers and Merchants. I 
am sorry if I misunderstood. 

Q That is all right, Mr. Hughes, let us just travel north- 


westerly for a moment if we may. In respect to the 
registration as an active trust company of the North West 
Trust Company did the Cabinet make the decision about 


registration to your knowledge? 


A I do not know. 
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3-B=-2 
E. R. Hughes —- Crawford Ex. 


Did you or your Committee make it? 
No, the Committee had nothing to do with North West. 


And you didn’t make the decision? 


Q 

A 

Q 

A No, I did not make the decision. 

Q Did the Registrar of Companies make the decision? 

A No, I don’t think so. 

0 You don't? 

A Certainly not. It was a policy decision with respect to 
the general matter which arose as a result of an application 
of one particular company. 

Q Mr. Commissioner, if I may I will just take a moment to find 
a reference I had in mind when I asked Mr. Hughes that last 
question, On page 1649, Mr. Hughes, yesterday, a few of the 
questions and answers from there: 

™ Q And when did you finally grant a certificate to 
North West Trust to participate in the active business 
of a trust company? 

A May I refer to a note I made in that connection 
from the files? July 23rd, 1958, I understand, was the 
date of the registration of North West Trust Company 
aS an active trust company. 

Q So you registered it while you were still dealing 
with the matter of the $50,000.00, is that correct? 

A Iwas not Registrar. The Registrar registered it, 
but it would be with my knowledge and direction because 
it had been referred to me," 


Now, did you direct Mr. Warr, the Registrar of Companies, to 
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Q (Cont.) register the application of the North West Trust 


R. Hughes - Crawford Ex. 


Company as an active trust company? 
A Probably I did. 
Q And why would you do that? 
A Because they were entitled to registration under the 
Legislation. 
And did you decide that? 
ITidid, not decide to register them. 
And that decision came from above? 
Yecr 
And was it conveyed to you by Mr. Hooke? 
I do not remember. 
Do you have any memorandum of who conveyed it to you? 


No, not that I recollect. 


eS ISS SS te 


I can’t find any further reference, Mr. Warr, I wonder if 





you recall = 

MR. MAYNARD: Mr. Hughes, 

Q MR. CRAWFORD: I am sorry, Mr. Hughes, I wonder if you 
recall, indicating that Mr. Warr handled such matters as a 


pure routine function of his office? 





A It was pure routine, the matter of registration was a 





function performed by the Registrar of Companies as a 
matter of routine. 

Q It would be necessary in the case of North West Trust for 
the Executive Council to know about it? 


A I do not know. I saw fit to call my Minister's attention 





to what might transpire if we continued to register these 
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3-B-4 
E. R. Hughes = Crawford Ex. 





A (Cont.) companies that had been inactive for some time 
without providing more adequate protection than I thought 
the Act provided. It provided capital but it did not, as 
I remember that Act, was not stringent enough as to the, 
what the investment of that capital should be. 

Q May I just ask you if you were aware of the provision in 
1958 of The Trust Companies Act in Section 8 which gives 
the Minister, who is referred to as "the Member of the 
Executive Council for the time being charged with the 
administration of the Act" a discretion to grant or refuse 
an application for registration; were you aware of that? 

A I was aware of that, yes. 

Q So that aren’t we both certain that you asked that that 
discretion be exercised one way or the other? 

A I made representations to them, to the Minister in my 
Memorandum as outlined this morning with regard to his 
hearing, what I had set out in my Memorandum, reading what 
I had set out in my Memorandum, and hearing their representa 
tions so that he would have the facts to make the decision. 


Q So when the discretion was exercised and the decision was 





made it was Mr. Hooke who made it? 

A Yes. 

Q And that was the decision that you conveyed to Mr. Warr and 
the North West Trust Company was registered? 


A I don't recollect doing it, I may have been there, I may have 





been away at the time it was done, it may have gone direct 






to Mr. Warr. I assume that somebody did, but I don*t remembe 
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a R. Hughes - Crawford Ex. 

A (Cont.) back eight years. At that time I was in charge of 
eight or nine branches and frequently in Ottawa on other 
business. 

Q It is entirely clear that Mr. Warr, if he didn't receive 
the direction from you, received it from the Minister, Mr. 
Hooke, or from someone = 

A That is a fair statement. 

Q Yes, someone authorized by him? 

A Right. 

Q Yes. Now, you recall the occasion upon which you advised 
Mr. Macdonald, Mr. Matheson, Dr. Allard and Mr. Miller, 
after a visit to your office, that they make their 
representations directly to the Minister? 

A Yes: 

Q And I believe that that was early in the proceedings, 
March or April of 1958? 

A Tes. 

Q Do you know if they ever made any representations directly 
to the Minister? 

A I don’t remember. 

Q Can you do your best to recall if you have any personal 
knowledge of Dr. Allard ever making a personal representa- 
tion to Mr. Hooke? 

A Not when I was there, that I recollect. 

Q You mean not while you were present? 

A Not while I was present, I don’t remember. JI do not 
remember ever having been in Mr. Hooke’s office when Dr. 
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R. Hughes - Crawford Ex. 


(Cont.) Allard was there. 
























Q Do you know if Dr. Allard ever called upon Mr. Hooke in his 
office? 

A I do not know, not that I know of. 

Q So that you don't know whether they followed your advice or 
not? 

A I do not know. 

Q Did Mr. Hooke ever mention to you that Dr. Allard had come t 
his office? 

A He may have, I don’t recollect. I believe that possibly 
there was because the solicitor approached me to reduce 
from $50,000.00 to $20,000.00 the amount that must be 
maintained in bonds, which I recommended to Mr, Hooke should 
not be reduced, and he concurred in my recommendation, so 
when I spoke on the phone to Mr. Hooke in that connection I 
think that possibly that may have resulted from representa- 
tions made by the solicitor to Mr. Hooke. 

And do you remember when that telephone conversation was? 


A The letter was entered as an Exhibit this morning, at least 








the Memo. I don’t know whether I have a copy of not. Exhibilt 
274, to Mr. G., dated April 16th, a Memorandum for File, 


this is a copy I am speaking from, Mr. A. G. Macdonald, it 


is: 


"Mr. A. G. Macdonald called this morning with a proposed 
resolution to amend the objects of the company. 
During the course of our conversation it was disclosed 


that the promoters wished to appeal from our decision 
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3-B-7 
E. R. Hughes - Crawford Ex. 





A (Cont.) that an application for the registration of this 
company as a trust company will be considered if 
arrangements are made that at least $50,000.00 of the 
paid up capital is maintained in Dominion, Provincial 
or Municipal bonds." 

From recollection it appears to me that there had been a 
decision, probably after discussion with me, that this 
company should be registered if it met those requirements. 
To continue with the representations: 


"They feel that as at the present time there is no 





liability to clients of $20,000.00 and the liquid 
assets would be adequate because of the $110,000.00 
capital to be paid up in cash. They want to invest 
$90,000.00 in a building said to be worth $150,000.00 
on which there is a first mortgage of approximately 
$60,000.00." 

Now, from that my recollection is fairly vague, but I judge, 

reading that just yesterday afternoon, that it had been 

agreed that they would be granted registration on payment of 


this $50,000.00. They appealed to have it reduced to 





$20,000.00. I spoke to Mr. Hooke on the telephone and he 
asked me what do I think, as he frequently did, and I said 
I think we should have that $50,000.00 in bonds, and he says 
"Right, so be it.", or words to that effect, 

Q This must have been then before April 16th 1958 that you 
had that conversation? 


A April, when I had the conversation? 
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3-B-8 

E. R. Hughes = Crawford Ex. 

Q On the telephone with Mr. Hooke? 

A Sometime, I think I made a Memorandum of that and that was 


entered this morning, but I don't think I have a copy of it. 


MR. WRIGHT: . Is this the one you are looking for? 
A Yes, this is the Memorandum I am looking for, June 2nd. 
MR. WRIGHT: 254, My Lord. 


A Thank you, Mr. Wright. 

"Mr. Hooke instructed that he considered we should 
stand by this requirement rather than to agree to the 
alternative." 

The alternative was the reduction of fifty to twenty 
thousand. 
Q MR. CRAWFORD: That establishes the date as sometime 


prior to May 2nd? 


MR. MAYNARD: June. 

A June 2nd. 

Q MR. CRAWFORD: I am sorry, June 2nd, 1958? 

A Yes. 

THE COMMISSIONER: Is that Memo dated? 

A Dated June 2nd. 

THE COMMISSIONER: It is already in as an Exhibit? 

A It is already in as an Exhibit. 

MR. WRIGHT: It is in as Exhibit 254 but there is 


an interesting handwritten Memorandum which is not on the 


Xerox copy. 





MR. CLEMENT: That has already been dealt with, sir, 


and it has been read into the record. 
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THE COMMISSTONER: Yes, it has been read into the record. 
MR. WRIGHT: Oh, that is how it is dealt with. 
Q MR. CRAWFORD: Mr. Hughes, would you agree that there 


MR. 


THE 


MR. 


THE 


MR. 


were some rather unusual features to the application of the 
North West Trust Company to become registered? 

No, I do not. 

Would you refer to it as a routine matter of administration? 
STEER: Sir - 

It was non-routine because of the policy question, of the 
general question of the registration of such type of trust 
company. 

STEER: Mr. Commissioner, sitting behind my friend Mr. 


Crawford it is very difficult to hear him. I am sorry to 


interrupt. 
COMMISSIONER: Yes, Mr. Crawford - 
CRAWFORD: Yes? 
COMMISSIONER: I wonder if you could stand over there, 


you are standing right between Mr. Hughes and Mr. Steer and 
I think probably if you could stand over in the corner there 
STEER: I didn’t hear the last question at all. 
MR. CRAWFORD: Would you say that the transaction of 
registration of the North West Trust Company was no more 
than a straight forward business administration carried on 
every day in all Departments of Government? 

I would not in that if any trust company had applied, the 
same attitude would have been taken, if any application had 


been made at that time by any other company registered as an 
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3-B-11 
E. R. Hughes - Crawford Ex. 
- Wright Ex, 
A (Cont.) inactive trust company, it would have been treated 


exactly the same as this. 

Q Thank you Mr. Hughes, those are all my questions. 

THE COMMISSIONER: Mr. Wright? 

MR. WRIGHT EXAMINES THE WITNESS: 

Q Yes. Mr. Hughes, Farmers and Merchants registration was 
cancelled for what reasons? In the Order-In-Council it 
sets out three general reasons, but what was it in particula 
that they were doing wrong? 

A First, advertising. 

Yes? 

A Which appeared to be deceptive in that they had in large 

print, this is the first thing that came to my attention, 

"GUARANTEED" in large print, and "Investments Certificates". 

isecy atl “rireht. 

VYEssue @x. 2" 


All right. 


> O FF HO 


",,. Supported by Central and Housing Mortgages by Dominion 
Government", which looked like "Guaranteed by Dominion 
Government" as you read it, 

Q Yes, I see, so that there was what you considered was 
misleading advertising? 

That was one. 

Yes? 

Another - 


Irregular deposits? 


Paes = Oe 


Pardon? 
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3-B-12 
E. R. Hughes - Wright Ex. 





Q Irregular investment of deposits? 
A Irregular investment of deposited funds. 
Q Yes, so that these were administrative and practical 


matters. which you considered to be not in the best interests 
of the public? 

A Ves. 

Q Yes, were there features about the constitution of the 
company which you also considered to be undesirable? 

A It was constituted Be a corporation under The Companies Act. 

Q Yes? 

And the constitution, I don’t recollect the features of it, 
of its constitution. 

Q Yes, did not some or all of the objections set out in 
Exhibit 270 apply to the constitution of the Farmers and 
Merchants too? That is your long Memorandum setting out 
your objections. 

MR. GILL: April 14th, 

MR. CLEMENT: We are adrift on Exhibits again, sir. 


A Mr. Gill had it. 


MR. MAYNARD: April 9th °58. 
MR. GILL: Exhibit 270 is the long one, this is 274. 
MR. WRIGHT: You have it now, do you? 
A No, 270 was in regard to the North West Trust Company. 
Q Yes, that’s right, I am saying that your objections would 


apply equally to the charter of Farmers and Merchants, 
would it not? I will mention them very briefly: this too 


had been an inactive company? 
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I think it had not been registered as an inactive company. 
Ves: 

Just so that there won't be any misunderstanding, it was an 
inactive company but it was not registered as an inactive 
company, while North West Trust Company was registered as 
an inactive company. 

I see, it had been a dead company, as a matter of fact? 

No, it was an existing corporation under The Companies Act. 
Fine. The second point was that the Deputy Attorney General 
had expressed himself very forcefully that you should not 
reregister these old companies which were not incorporated 
under The Trust Companies Act? 

Lec. 

That applied equally to Farmers and Merchants? 

Yes. 

And as to deposits, the position you had been taking was 
that they could not take deposits, these companies? 

No, Farmers and Merchants were taking deposits and had 
authority to take deposits. My concern was to assure that 
there was protection to depositors. 

Well, what was the position you were taking with regard to 
that question then, I am referring to item 3 in your 
objections, over the page? 

This is the second one that has made application which 


indicated a pattern and I was taking the position that the 
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(Cont.) matter of accepting safety deposits should not be 

a matter of, should not become a matter of usuality with us, 
we had granted one that right, a second one makes applicatio 
for a similar one, a similar right, and, therefore, it is 
developing, it is showing us that it will continue and, 
therefore, we had better do something to assure that 
depositors are protected. 

Yes. Well, The Gibraltar Trust Company Limited had applied 
for the right to accept deposits and that had been refused? 
res". 

And was that not the position you were at that time taking 
with respect to Farmers and Merchants Trust Company Limited? 
No, because Farmers and Merchants Trust Company was doing 
that business. 

Yes, up until the time they were cancelled? 

Yes. 

But you didn’t like it? 

I didntt like it. 

Fine’. 

Because I am very conservative as far as investment is 
concerned. 

Yes, and, of course, you felt it was no hardship to obtain 
a charter under the Federal Act which had adequate safe- 
guards? 


I thought that was an alternative. 
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3-P-1 
E. R. Hughes - Wright Ex. 


a 


Q Nevertheless, Farmers and Merchants was reinstated as we 
know, later that year, and was it reinstated with the same 
Charter that it had had when its registration was cancelled 


earlier in the year? 


A I believe so. 

Q Do you know why? 

A I do not know why. 

Q This again was a decision that was taken at a higher level 
than yours? 

A Yes. 

Q And the points in contention with the North West Trust 
Company's Charter was this provision of liquidity to the 
extent of $50,000.00 or 25 percent of the deposits, whichever 
was greater. 

MR. MAYNARD: Liability. 

Q MR. WRIGHT: Yes, 25 percent of what, liabilities? 
Yes, liabilities to depositors, that is the same thing? 

A Yes. 

Q Whichever is greater and what other points? No par value 
shares, was that one of them? 

A I believe no par value shares was suggested one time and 
refused. 

Q Right and perhaps you can just -- oh yes, nevertheless, 
when it was Chartered it did have par value shares, didn't 
it? 

A Yes, 





So the main thing then was the provision for a certain basic 
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(cont. ) liquid reserve? 


Yes. 





This was the main bone of contention? 

Was my main concern. 

Yes, and that was the main thing that was troubling the 
promotors at the time? 

Yes. Now, I don't know what was troubling the promotors, 
that is the main thing that was of concern to me, to provide 
liquidity for the protection of depositors. 

Well, it was the main difficulty they were running into? 
Yes. 

With the Department? 

Yes. 

Nevertheless, Mr. Hooke, it appears, or the Cabinet, at that 
level at any rate, came to the conclusion, we must infer, 
that it was not necessary to have such a large liquid 
reserve? 

No, they came to the decision that it was necessary and they 
should be granted registration if they met that requirement. 
Oh, I see, so when the company was registered then in July 
of 1958 it had this provision in it? 

Yes. 

It was a requirement? 

It was a requirement for registration that they do that, 


have that $50,000.00 in bonds. 





Yes, you are quite sure of that at that point? 
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Hughes - Wright Ex. 


Oh yes, I am satisfied about that. 

Well then, in what way was relief given to North West 

Trust on the grounds that relief was about to be given, at 
least on the grounds that the Farmers and Merchants had the 
same provisions? 

Farmers and Merchants had been granted registration and the 
application of North West was more or less on all fours with 
it and, having granted it to one it appeared not unreasonable 
to grant it to another. 

I thought yesterday your testimony was that as a matter of 
equity some relief in the provisions of the North West Trust 
Company was given to it because the Farmers and Merchants 
had no higher requirements, was that with regard to deposits? 
That was with regard to the variation of the original 
requirement of $50,000.00 and 25 percent. 

Yés? 

Because we varied that later because Farmers and Merchants 
on reinstatement were granted reinstatement on the basis 

of forty percent investment in securities covered by Section 
3, Subsection 1 of the Trustee Act which was bonds of 
Federal, Provincial or Municipal, where possible. 

Yes? 

And the other 60 percent in accordance with the other 
provisions of Section 3 of the Trustee Act. 

I see, so to review this then, in spite of the objections 
forcibly put forward by you in April of 1958, the North 


West Trust Company Limited was registered as an active trust 
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R. Hughes - Wright Ex. 





(cont. ) company in July of 1958? 

Yes. 

But, Mr. Hooke at that time or, the authorities at that 
time, it appears it was a decision at a high level, at least 
held out for a liquid reserve provision of fifty thousand 
or twenty-five percent? 

Yes. 

The Farmers and Merchants Charter was also re-revived, the 
cancellation itself was cancelled or however you want to 
phrase it. What is the correct way of expressing it? 
Registration was cancelled under the Trust Companies Act. 
Yes? 

And I think the registration was probably, reinstated? 
That's the expression I want? 

I think. 

Well, it was allowed to re-register at any rate in the same 
month, July -- August 5th, of 1958? 

Yes. 

And at that time even this $50,000.00 provision for the 


North West Trust was lower so that Farmers and Merchants -- 


MR. MAYNARD: Higher. 
MR. WRIGHT: H-mm? 


MR. MAYNARD: Higher. 


Whether it was lower or higher depended on the. 
MR. WRIGHT: Which way you interpret it? 
The asset position of the company. 


Yes, but at any rate it was altered so that it was the same 
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E. R. Hughes - Wright Ex. 


(cont. ) as Farmers and Merchants? 
A Sometime subsequently I think that North West Trust was 
altered. 


Yes, when was that, please? On December 17th, 1958. 


A Thank you. 








Q A Memorandum from you to Mr. Hooke, 256 is it? That refers 
to what we have just been talking about? 

A I thought it was sometime subsequent. 

Q That is right, and that relief was promptly granted, was it? 

A My recollection is that it was. 

Q Yes, and this was in consequence of a conversation with Mr. 
Hooke shortly prior thereto? 

A Representations were made to me and, it being a matter that 
had been previously considered by Mr. Hooke, I consulted him 
for direction. 

0 Yes, so that would be in November or December, 1958 and do 
you know if Mr. Allard -- Dr. Allard, saw Mr. Hooke at that 
time ? 

A I do not know. 

You don't know? 

A I do not think so, I think it was entirely to me, from 
recollection, it was just representations made to me which 
I considered and thought they were just enough to ask the 
Minister concurrence in my recommendation. 

Q Yes. And you have no explanation for the gaps in correspon- 
dence in your file, the critical time just before the 
registration of the North West Trust Company except that it 
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3-P-6 

E. R. Hughes —- Wright Ex. 

Q (cont. ) must have been carried on at a higher level? 

A No explanation. 

0) Yes? 

A May I comment on that? 

Q Yes? 

A The fact that there is no explanation, it is right that we 
have brought every document that is available and if there 
had been something it would have been on the file that you 
had this morning. 

Q Oh yes, I am sure of that. I think you have just told us 
one of the principle features of the North West Trust 
Company registration that had been a bone of contention was 
their right to take deposits from the public and this was 
allowed when they were registered? 

A It was one of my concerns, this matter of deposit, in the 
nature of banking business operated by an organization that 
really wasn't a bank. 

Q Right, but they were allowed to do it from the start anyway? 

A Yes. Not from the start, from the time they were registered 
as an active trust company. 

Q Well, from the start of their registration as an active 


trust company is what I meant. I am showing you the Alberta 


Gazette for July 31st, 1958 and it is a notice that the 





objects of North West Trust Company are altered by a 
special resolution, confirmed by Mr. Justice Wilsonts Order 
of the 27th of June, 1958 and is to be found at page 1285, 


My Lord, of volume 54 of the Alberta Gazette which is the 
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heh seni 
E. R. Hughes - Wright Ex. 
- Steer Ex. 
Q (cont. ) 1958 volume and, as recently as the 27th of June, 


1958 the objects stated that they shall not be deemed to 
include the right to receive monies on deposit. That is so, 
isntteit? 

A Yes, that is what it states. 

Q This would be correspondence on the official file, do you 
suppose? 

A I imagine that that will be filed as a matter of record 
on the official file. That is, the document file rather, 
they are both files. 

Q So that the further representations must have been made on 
behalf of the company in that quite short period to get this 


valuable right? 





A It was discussed, one time they were going to have -- they 
wanted that right,the next time they didn't want it and it 
was changed about two or three times. 

0 Yes, thank you. 


THE COMMISSIONER: Mr.' Steer: 





MR. STEER EXAMINES THE WITNESS: 


Q Mr. Hughes, I wonder if you would look at Exhibit 254 





please; and, there have been questions asked of you about a 
gap in your file and suggestions that an explanation is 
necessary and so on. Now, that is a Memorandum of June 2nd, 
1958 which you made to the file, is this correct? 

A That is right. 

Q And it refers to first a telephone conversation with Dr. 


Allard on May 8th? 
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Hughes - Steer Ex. 


Yes. 





Which is almost a month prior, is this correct? Not that 
it worries me, 

Apparently so, yes. 

And was it also on May 8th that you telephoned Mr. Hooke? 

I do not know. 

At any rate you did telephone him following your telephone 
conversation with Dr. Allard? 

Yes. 

Now, Dr. Allard had telephoned you on May 8th? 

About May 8th, I am reading this. 

About May 8th, on or about May 8th because this matter had 
been hanging fire for some time, isn't this correct? They 
had come to see you in April and discussions had taken place 
through the period April into May and then apparently no 
decision was made, is this correct? 

Yes. 

And what he indicated to you was that he was interested or 
that the trust company wanted to try and make a decision as 
to whether it would buy a building or not, is this right? 
Yes. 

And therefore what he had telephoned you for was to see if 
please couldn't this decision be expedited somewhat, is this 
right? 

Yes. 


Yes, and then you then telephoned your Minister, is this 


correct? 
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ont tae) 
E. R. Hughes - Steer Ex. 


A Yes. 





Q And the reason that the decision had been held up, 
apparently, is explained in this Memorandum, Mr. Hooke had 
instructed you as the Memorandum says, to hold this in 
abeyance and a Cabinet Committee would consider the whole 
question of trust companies, is this right? 

Yes. 

And this would be the question of policy, is this right? 


Yes, 


OF = eK 


But Dr. Allard had contacted you and then you discussed the 





matter with Mr. Hooke, did you, whether or not you could 
come to a decision with respect to North West Trust, not-— 
withstanding his previous instructions, is this right? 


A I may not have discussed it, I discussed it and, it may have 





been by telephone. 

Q Well it was by telephone, it says so sir, I telephoned Mr. 
Hooke? 

A Yes but the discussion later would probably be by telephone. 


Which discussion later? 





A I thought there was -- I advised this company asked further 





consideration, I think I telephoned Mr. Hooke when Dr. Allard 
called me on May 8th. 

Yes, to see if we couldn't get an early decision? 

Yes. 


Yes, go ahead? 





= © YS © 


But I think something else transpired later that caused me 


to write this Memorandum of June 2nd. 
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3-P-10 

E. R. Hughes, -— Steer Ex. 

Well, have you any memory of what it was? 

A Other than a belief that there was a request to reduce the 
$50,000.00 investment in bonds. 

Q Yes. Well, you see, if you read your Memorandum further, 
it says we stand by this requirement rather than agree to 
the alternative suggested in Mr. Macdonald's letter of 
April 21st, do you see that? 

A Yes. 


In your memo? 





A That is right, probably it was the letter that gave rise 
to this. 
THE COMMISSIONER: What Exhibit are you reading from? 
A Exhibit) 254). 
MR. STEER: 254 Mr. Commissioner. 
QO MR gol EER® There was an outstanding request to 


reduce this, what might loosely be called, this $50,000.00 


requirement ? 





A esi 

Q And.that was in that letter? 

A Yes. 

Q Now, as I understand the situation and you can tell me if 
I am right, you received a telephone call from Dr. Allard? 

A Yes. 

Q Asking, please couldn't it be expedited? 

A Yes. 

Q You then telephoned your Minister Mr. Hooke to see if not- 








withstanding these instructions that he had given you 
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memmecsen sass 

3-P-11 

E.R. Hughes - Steer Ex. 

Q (cont. ) previously, could a decision be made on North West 
Trist, .is° this ‘correct? 

A Yes. 

Q And you also raised with him at that time the question of 
the $50,000.00 or whether this should be varied before the 
reinstatement was granted, is this correct? 

A That is right. 

Q And the result of the conversation between your Minister and 
yourself was that the decision was made, we will grant the 
registration but we will stand by our requirements of 
$50,000.00, ig this .correct? 

A That is the implication of the Memorandum. 


Q And sir, at that point then the decision was made that this 





trust company would be reinstated, isn't this correct? 

A Yes. 

Q And that being so, your Memorandum says that you telephoned 
Dr. Allard and Mr. Macdonald and advised them accordingly, 
is this correct? 

A Yes. 

Q And I take it that what that advice would be was that this 


company will be registered, go ahead and take the necessary 





steps to achieve that object, is that right? 

A Providing they met the $50,000.00. 

Q Providing they met the requirements of $50,000.00 and so on, 
certainly, sir. 


A Yes. 
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3-P-12 
E. R. Hughes - Steer Ex. 


Q Now then, that being the case Mr. Macdonald who was the 
company's solicitor, among other things, would then proceed 


to deal with Mr. Warr, wouldn't he? 








A Yes. 

Q To get his company ready? 

A He would not deal with me. 

Q He certainly wouldn't deal with you, no, you weren't going 
to register his company were you; and Mr.Warr then of course 
would handle it as a matter of routine, isn't this 
correct? 

A Yes. 

Q So there was no need for any further discussion, the decision 
was made at that time in that conversation between you and 
Mr. Hooke, isn*t that right? 

A T believe that is right. 

Q Certainly, and you knew when you were talking to Mr. Hooke 
on this occasion and getting this decision made with regard 
to North West Trust, that the company was going to take 
deposits, this is correct too, isn't it? 

A Yes, it was the understanding that they were going to take 
deposits. 

Q Now, with regard to the question of deposits, I believe 
Exhibit 269, it is a Memorandum of a meeting of Mr. Douglas 





Matheson, Mr. Angus Macdonald, Dr. Allard, Alexander Kennedy 


Miller, Mr. Warr and yourself? 
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4-M-1 
E. R. Hughes - Steer Ex, 


CO 9 Oy 
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(Cont.) It is a memo of Mr. Warr’s to the file, sir -- 
that is, to your file. Now, at that time the question of 
deposits was discussed with you and with Mr. Warr by the 
other gentlemen whowere there; is this correct? 

Yes 

And you took a stand that you didn’t want them to take 
deposits, I believe; is this correct? 

Yes. 

And they, of course, regarded it as a matter of some 
importance to them; they appeared to have changed their 
minds and now wanted to take deposits; is this correct -- 
because I think they had said previously, we won't take 
deposits. 

They changed their minds once or twice, 

They had changed their minds at least once? 

Yes. 

Before this --because I think the sequence is, is it not, 
sir, that they had wanted to take deposits, and then they 
had decided that they would not take them, and they now 
wanted to take them again; isn’t this correct? 

That was the sequence, 

Right. Now, and you took the stand that you didn't want 
them to take deposits, at that meeting? 

Yes. 

Now sir, you had been a civil servant and Deputy Registrar 


of Companies at that time, in April %58, for how long? 





I had been Deputy Minister for about eight years --- seven 
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4-M-2 
E. R. Hughes —- Steer Ex. 
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(Cont...) years or eight years -- I had been a civil 
servant for twenty-five or so. 

Oh, yes, and you were an experienced Deputy Minister at 
that time. 

Perhaps as much experienced as I ever became, 

As one would ever get. Eight years is a good apprentice- 
ship. And in that time you were accustomed to dealing 
with members of the public who had business with your 
department? 

Yes. 

And with members of the public such as these men who 
wanted to get a particular thing from the department and 
had to deal with you to get it; is this correct? 

Yes, or deal with my branch heads. 

Or deal with your branch heads, and in this case they had 
gone to Mr. Warr first, and he invited them to go upstairs 
and talk to you? 

Yes. 

Is that right? And I suppose in dealing with these 
members of the public who had business with your department 
and wanted -- had to get a decision from you, you had in 
previous occasions changed your mind? You had taken one 
position, and you had discussed it with them and with other 


people, if necessary, and then come to a change of mind, 





or a compromise, one or the other. Wouldn't this be 
correct? 


Yes. 
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4-M-3 
E. R. Hughes - Steer Ex. 





Q Yes; aman is just not reasonable if he doesn't do that. 
Now, in this particular case, at this meeting you made the 
suggestion that these men should go and see Mr. Hooke, is 
that right -- or did they make the suggestion to you? 
Which way did it go? I think it is set out in your 
memorandum, but my memory doesntt serve me -- or in Mr. 
Warrts memorandum, 

A It is set out in my memorandum of the 10th of April. 

Q I was just wondering who made the suggestion that they 
should go and see Mr. Hooke? 

A I made the suggestion that they should go to see Mr. Hooke 
because they, knowing that the Minister had the decision 
on it, suggested that I present the facts to the Minister. 


Yes. 





A For consideration, and decision; but I did not want to 
carry their case to my Minister, because they wouldn't get 
a fair hearing if I presented their case. 
You weren‘t prepared to argue their case for them. 


A That*s right. 








Q That*s what it amounts to, certainly; and then you sent 


a memorandum to Mr. Hooke explaining what your decision 





was? 

A Explaining it probably a little bit more strongly than 
otherwise, because of the fact that it has become something 
for him to consider, all the facts pro and all the facts 


against. 





Q Quite. 
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4-M-4 
E. R. Hughes —- Steer Ex, 


A 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 


MR. 





And I knew that the opposition was going to put everything 
into their memorandum that they set upon, so I perhaps 
wrote a little bit more extensively than I should. 

Now then, you received -- the next thing on the file is 
that you received a letter from Mr. Douglas Matheson, and 
I doubt that that was put in as an exhibit -- I'm not 

sure -- a letter from Mr.Matheson subsequent to the 


meeting in Mr. Hughes’! office. 


WRIGHT : 268. 

GILL: No,-1tts~27L. 

MAYNARD: 27% 

WRIGHT : I beg your pardon, 

STEER: What date? 

GILL: April 15th, 1964. 

STEER: In that letter --- is that the 


letter in which Mr. Matheson explains his change of heart 


with respect to deposits? Thanks, Mr. Gill. 





CLEMENT: 271, I think, is the one you are 
referring to. 
MR. STEER: Mr. Matheson then had this letter 
delivered to you, and it was immediately subsequent to 
your meeting -- is this correct -- or subsequent to your 


meeting? 





Oh, some little time; our meeting was on the 9th, and 


this is the 15th. 





Yes. 


Yes, this is some days later. i 
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4-M-5 


E. R. Hughes - Steer Ex, 


Q And Mr. Matheson explains to you that he enjoyed having 
this discussion with you very much, apparently, and then 
he wants to explain his what-appeared-to-be a reversal of 
his field, and he says that he searched the Farmers & 
Merchants file in Mr. Warrts office and found a special 
resolution confirmed by an Order of Mr. Justice Greschuk, 
which allowed the company to accept deposits, and he 
reported that to his principals; and he was immediately 
instructed to make a similar application and did so. 
Then, did he tell you this at the meeting -- I wonder if 
this letter would refresh your memory -- that he had 
gone to -- gone to Calgary to have a look at the operation 
of Farmers & Merchants Trust, and had --- he was not 
Satisfied with the way they were carrying on their 
operation, and therefore a decision was made that North 


West Trust would not take deposits. Is that correct? 








A That*s what he states in his letter. 

Q All right, sir, then -- he then says -- , 

THE COMMISSIONER: Mr. Clement? 

MR. CLEMENT: If this is a convenient time -- ,. 
MR. STEER: Yes sir. 

MR. CLEMENT: Is it a convenient time? 

MR. STEER: Itm sorry, I didntt realize it was 


after one otclock, 


THE COMMISSIONER: I imagine you have considerable 
more? 
MR. STEER: I have considerable more, sir. 
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4-M-6 
E. R. Hughes —- Steer Ex. 





THE COMMISSIONER: Yes. Well, I think in that case 
I will interrupt. I might point out to you Gentlemen that 
in view of the fact that Monday is Thanksgiving Day we will 
not resume sittings until Wednesday at nine o'clock. 


(Hearing adjourned.) 
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